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ANNUAL MEETING 


The Annual and Special General 
Meeting of the Shareholders will be held in 
Commerce Hall on the Concourse Level of 
Commerce Court West, Bay Street and King 
Street, Toronto, Ontario, on May 8, 198] at 
2:00 p.m. A formal notice of meeting and 
proxy form are enclosed with this report. 

Please return your proxy if you are 
unable to attend the meeting. The proxy 
may be revoked if you subsequently decide 
to attend the meeting. 
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REPORT 
OF THE 
DIRECTORS 


The Company enjoyed a high 
level of growth in 1980 as reflected by 
the substantial increases in net income, 
cash flow and production. These 
improvements are a result of capital 
investments made over the past sev- 
eral years. 


In the budget of October 28, 
1980, the Government of Canada intro- 
duced its National Energy Program. 
This program provided for substantially 
increased taxes together with a policy 
of increasing the Canadian ownership 
of the Canadian oil and gas industry. 
This objective is to be accomplished 
primarily through the introduction of 
substantial exploration grants available 
to companies with a high Canadian 
ownership rate. 


This material change in the fis- 
cal regime affecting the oil industry 
could have had a drastically adverse 
impact upon the Company. 


Dome, however, has made 
significant adaptations to the new pro- 
gram which are more fully described 
in the body of this report. As a result of 
these changes, the Company will be 
able to proceed with its exploration 
program and anticipates continued 
growth. 


The following summarizes the 
results of the Company’s 1980 opera- 
tions. 


Capital Expenditures (exclud- 
ing corporate acquisitions) increased 
to $1,059 million in 1980 from $860 
million in 1979. 


Production of oil, natural gas 
liquids and oil equivalent of gas aver- 
aged 128,056 barrels per day (bpd) in 
1980, compared to 90,940 bpd in 1979. 


Natural Gas Liquids sales for 
1980 were approximately level with 
1979’s at 101,384 bpd, maintaining 
Dome’s position as the largest natural 
gas liquids producer and marketer in 


Canada. 


Reserves of oil, natural gas liq- 
uids and oil equivalent of gas 
increased to 1,010 million barrels in 
1980 from 665,867,000 in 1979, after 
producing 36,049,000 barrels in 1980. 
This total excludes tar sand oil, certain 
heavy oil reserves and all oil and gas 
reserves in the Beaufort Sea and Arctic 
Islands. 


Oil and Gas Rights held by the 
Company amounted to 70,514,000 gross 
acres (31,557,000 net acres) in 1980, 
compared to 66,938,000 gross acres 
(35,906,000 net acres) in 1979. Oil and 
gas rights in the Provincial areas of 
Canada amounted to 23,646,000 gross 
acres (10,164,000 net acres) in 1980, 
compared to 19,556,000 gross acres 
(12,262,000 net acres). Oil and gas 
rights in the United States increased to 
2,527,000 gross acres (1,471,000 net 
acres) from 1,613,000 gross acres 
(749,000 net acres). 


Exploration and Development 
drilling programs during 1980 in Can- 
ada and the United States included 412 
gross exploratory wells (206 net wells) 
and 756 gross development wells 
(384 net wells). Exploratory drilling 
increased 17% and resulted in the com- 
pletion of 83 oil wells and 178 gas wells 
for a 63% success ratio. 


Arctic Islands exploration con- 
tinued in 1980 with promising work 
under way at two exploratory wells, 
Skate B-80 and MacLean I-72, north- 
east of Lougheed Island. Panarctic 
Oils, as operator, announced March 10, 
1981, an oil discovery at Skate with a 
flow rate of 775 bpd. Dome’s interest 
in adjoining lands which comprise 2/3 
of the structure includes a 25% working 
interest, a 12% preferred net carried 
interest and a 2-5/8% overriding roy- 
alty, equivalent to at least 50% of the 
economic value. 


In addition, Dome owns indir- 
ectly through Panarctic Oils an approx- 
imate 9% interest in 45 million acres on 
which over 16 trillion cubic feet (tcf) 
of gas reserves have been discovered. 


Panarctic has estimated total 
marketable gas reserves of 2.4 tcf at 
Whitefish, one of the most significant 
discoveries in the Arctic Islands to 
date. Dome has an interest in a number 
of comparable geological structures 
on adjoining permit blocks totalling in 
excess of five million acres. 


Beaufort Sea exploratory dril- 
ling operations in 1980 encountered 
the severest ice conditions yet experi- 
enced. Nevertheless, 44,000 feet of dril- 
ling was completed at five drillsites, 
almost comparable to the previous 
year’s drilling. 


Tarsiut A-25 was production 
tested at rates up to 800 bpd on a res- 
trictive choke and could constitute a 
major reservoir. Located in shallow 
water, with a producing horizon at 
5,000 feet, this discovery could be 
developed relatively early. 


Artificial islands were started 
at two future drillsites. The most pro- 
spective oil and gas sections at several 
drillsites should be penetrated and 
tested in 1981. 


JAPANESE LOAN 


In early 1981, Dome comple- 
ted arrangements for a $400 million 
exploration loan with the Japan Na- 
tional Oil Company to be expended 
on exploration in the Beaufort Sea. 
The principal and interest on this loan 
are recoverable out of 20% of the oper- 
ating income from three fields in the 
Beaufort Sea. If the loan is not repaid 
by the year 2030, the principal only is 
repayable at that time. 


THE NATIONAL ENERGY 
PROGRAM AND DOME CANADA 


As part of its new budget, the 
Government of Canada on October 
28, 1980 announced its National Energy 
Program. 


There are a number of negative 
factors in the National Energy Program 
including the wellhead revenue tax 
and excise tax on natural gas and natu- 
ral gas liquids. These new taxes will 
affect the cash flows of all oil compan- 
ies operating in Canada. 


It is hoped that current Provin- 
cial and Federal Government negotia- 
tions will result in a modification of 
these new taxes or a reduction of roy- 
alty or an increase in price, or a com- 
bination of these, so that the produc- 
er’s share will be increased sufficiently 
to encourage a major exploration 
effort. 


The Company has endeavored 
to take advantage of the positive 
features in the National Energy Pro- 
gram, specifically the exploration in- 
centives in both Federal and Provincial 
areas, which are available to companies 
with at least 65% Canadian ownership. 


As a result, a new company, 
Dome Canada, was formed, with 
Canadian ownership in excess of 75%, 
thereby qualifying the new company 
for the maximum level of exploration 
grants which amount to 80¢ per explor- 
ation dollar spent on Federal lands and 
35¢ per exploration dollar spent on 
Provincial lands. 


On March 2, 1981, Dome Canada suc- 
cessfully completed a $434 million 
(net of commission) share issue to the 
Canadian public representing a 52% 
interest in the company. The remaining 
48% was taken up by Dome Petroleum 
by the transfer of approximately 
10,307,000 shares of TransCanada 


PipeLines plus $150 million in cash. 
Dome Canada will therefore com- 
mence operations with an initial capita- 
lization of $1,060 million, including 
$225 of the $400 million loan from the 
Japan National Oil Company. 


A farmout arrangement was 
entered into from Dome Petroleum to 
Dome Canada under the terms of 
which Dome Canada has the right to 
earn an interest in Dome Petroleum’s 
Canadian exploratory lands by drilling 
exploratory wells. 


Dome Petroleum will benefit 
from this new company, not only 
through its 48% equity ownership, but 
also by Dome Canada’s major expen- 
ditures to be made on Dome Petrole- 
um’s Canadian oil and gas leases and 
permits. 


Canada’s proved recoverable 
reserves of tar sands oil, heavy oil and 
highly potential conventional oil are 
sufficient to provide over 300 years’ 


supply. 


Weare confident that the politi- 
cal difficulties that are currently re- 
stricting the exploration effort in Ca- 
nada will be resolved and your Com- 
pany will be able to continue to play a 
prominent role in the development of 
crude oil self-sufficiency for North 
America. 


On behalf of the Board of 
Directors, we wish to thank our dedi- 
cated and resourceful staff for their 
continuing outstanding service to the 
Company. 


J.P. GALLAGHER 
Chairman 


W.E. RICHARDS 
President 


April 16, 1981 


EXPLORATION AND 
DEVELOPMENT REVIEW 


EXPLORATION 


In terms of footage and 
numbers of wells drilled, the Com- 
pany set new exploratory drilling 
records in 1980. 


As one of Canada’s most active 
exploration companies, Dome drilled 
a total of 1,995,000 feet of hole in 
Dome interest wells in Canada during 
1980, compared to 1,770,000 feet in 
1979. The 1980 footage represented 
11.7% of the total industry exploratory 
footage drilled in Canada during the 
year. 


The Company participated in 
the drilling of 1,168 gross wells (590 
net wells) during 1980, compared with 
799 gross (364 net wells) in 1979. 


WESTERN CANADA 


The drilling of 320 gross explor- 
atory wells by the Company resulted 
in 60 oil and 172 gas discoveries in 
1980. In addition, 92 exploratory wells 
were drilled at no cost to Dome as a 
result of farmout agreements with 
other companies. These resulted in six 
oil and 42 gas discoveries. 


(Note - a discovery is com- 
monly defined as a successful well 
which encounters a new producing 
zone or is more than 1-1/2 miles froma 
known producing well.) 


The more significant areas of 
activity included: 


In the Deep Basin area, im- 
mediately east of the Foothills in west 
central Alberta, a number of encour- 


Rig floor action during exploratory drilling 
operations in the Deep Basin area of west 
central Alberta. 
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DOME ACREAGE HOLDINGS IN 
THE WESTERN PROVINCES 


© TOWNSHIPS IN WHICH 
DOME HAS ACREAGE INTEREST 


1980 DOME EXPLORATORY 
& DEVELOPMENT DRILLING 


1 NO. OF GAS WELLS 1 NO. OF OIL WELLS 


aging oil and gas discoveries were 
made in 1980. Among them were: 


e Kakwa-Cutbank - 16 explora- 
tory gas wells were completed 
in this area during the year. 
Dome’s interests range up to 
75% in 500,200 gross acres 
(307,400 net acres). 


e Lator - Exploration drilling in 
which Dome was a participant 
resulted in one oil and three 
gas discoveries. The Company 
has interests varying from 25% 
to 75% in 150,000 gross acres 
(95,000 net acres). 


® Gold Creek - The drilling of 
five exploratory wells resulted 
in four gas discoveries. The 
Company’s interests in 106,560 
gross acres (26,804 net acres) 
range up to 33%. 


At Henderson Creek-Pouce 
Coupe, on the British Columbia 
border, north of the Deep Basin, the 
drilling of 15 exploratory wells resulted 
in five oil wells and six gas wells. 
Dome’s interests range up to 75% in 
106,700 gross acres (53,158 net acres). 


At Caroline, about 60 miles 
northwest of Calgary, an active drilling 
program led to 14 gas discoveries. The 
Company has varying interests to 100% 
in 101,440 gross acres (80,000 net 
acres). 


At Enchant-Little Bow, about 
75 miles southeast of Calgary, a five- 
well drilling program resulted in one 
oil discovery and three gas discoveries. 
Dome’s interests range up to 100% in 
32,640 gross acres (11,990 net acres). 


At Stolbert-Peco-Hanlan, about 
90 miles southwest of Edmonton, the 
Company participated in the drilling 
of three gas discoveries. The Com- 
pany’s interests in 157,331 gross acres 
(75,617 net acres) range up to 752%. 


At Two Rivers, east of Fort St. 
John, British Columbia, Dome drilled 
a major dual zone gas discovery. Three 
wells were drilled in 1980 and an addi- 
tional three tests are planned for 1981. 
The Company has a 75% interest in 
20,000 gross acres (15,000 net acres) in 
this area. 


ARCTIC ISLANDS 


20 DOME WORKING INTEREST ACREAGE 
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ARCTIC ISLANDS 


Dome’s acreage holdings in this 
area at year-end amounted to 16,318,000 
gross acres (9,410,000 net acres) in 
addition to the Company’s approxi- 
mate 9% interest in Panarctic’s 45 million 
gross acres. 


Panarctic has estimated total 
marketable gas reserves of 2.4 tcf at 
Whitefish, 20 miles west of Lougheed 
Island. A second well was completed 


on this structure in early 1980 on what 
is considered to be one of the most 
significant discoveries in the Arctic 
Islands to date. This field is within five 
miles of Dome interest acreage. 


In addition, Panarctic tested 
non-commercial oil and gas at Balaena 
and has estimated total marketable gas 
reserves of 377 bcf at Char. Both 
Balaena and Char were drilled from 
ice islands on Dome interest lands 17 
miles southeast of King Christian Island 
during the 1979-80 winter. Dome 
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Panarctic Oils’ Whitefish discovery gas 
well drilled from an ice platform west of 


40” 
Lougheed Island. 


has a 25% working interest, a 12% 
preferred net carried interest and a 2- 
5/8% overriding royalty on the reserves 
at Char. 


Dome has a similar interest ina 
number of comparable geological 
structures on adjoining permit blocks 
totalling in excess of five million acres. 


The Company participated, 
during the 1980-81 winter drilling 
season, in two additional offshore ice 
island wells: Panarctic Dome Skate B- 


80 and Panarctic Dome Maclean I-72, 
10 miles east of Lougheed Island. 
Panarctic Oils, as operator, announced 
March 10, 1981, an oil discovery at 
Skate with a flow rate of 775 bpd. 
Dome’s interest in adjoining lands 
which comprise 2/3 of the structure 
includes a 25% working interest, a 12% 
preferred net carried interest and a 2- 
5/8% overriding royalty, equivalent to 
at least 50% of the economic value. 
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BEAUFORT SEA 
EXPLORATION 


During the 1980 summer dril- 
ling season, Dome participated with 
other companies in drilling and pro- 
duction testing operations at six lo- 
cations in the Beaufort Sea. To date, 
Dome has drilled 12 Beaufort Sea 
wells which have resulted in three oil 
discoveries, two gas discoveries and 
two apparent but untested oil wells. 


Five wells have been only partially 
drilled. 
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| DOME BEAUFORT SEA ACREAGE 


WORKING INTEREST -11,396,000 GROSS ACRES 
- 4,705,000 NET ACRES 
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BEAUFORT SEA 
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Kopanoar 21-44, a step-out well 
located 2-1/2 miles northwest of the 
1979 Kopanoar discovery well (esti- 
mated productive capacity over 12,000 
bpd) reached 10,400 feet. This well 
appears to be about 400 feet above the 
oil reservoir discovered in 1979. Planned 
to be drilled to 14,000 feet, the step-out 
well will be completed and tested in 
the summer of 1981. 


Tarsiut A-25, drilled in 1979, 
was production tested in 1980 at rates 
up to 800 bpd on a restrictive choke. 
The 160-foot oil-bearing zone, at a depth 


130° 
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se Dome 1981 Drilling Program 
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of about 5,000 feet, could constitute a 
major oil reservoir, as indicated from 
seismic interpretation. 

Water depth at this location is 
75 feet. Construction of an artificial 
island to be used for a step-out de- 
lineation well commenced in 1980 and 


should be completed in the summer of 
1981. 


Koakoak 0-22, planned to be 
drilled to 16,000 feet, reached 12,200 
feet. Electric logs and core data show 
reservoir sands with oil and gas in- 
dications in the lower part of the hole. 


Tuktoyaktuk support base provides ac- 
commodations, warehousing, transporta- 
tion and communications facilities for 
Dome’s Beaufort Sea operations 


Conceptual design of exploratory islands 
under construction at two Beaufort Sea 
sites, prototypes for future production 


structures. 


Orvilruk 0-3, planned to be 
drilled to 15,000 feet, reached 11,800 
feet. 

Both Koakoak and Orvilruk 
will be deepened and evaluated during 
the 1981 operating season. Kenalooak 
2]-94, planned to be drilled to 16,000 
feet, reached 11,200 feet, and Kilannak 
A-77 reached only 2,300 feet of its 
ultimate depth of 10,000 feet. 

Although substantial drilling 
was accomplished in the 1980 season, 
the planned testing program was not 
completed. The 1981 season should 


represent the culmination of several 
years of effort in that at least four 
highly prospective wells will be tested. 


OPERATIONS 


Dome’s contract drilling oper- 
ations in the Beaufort Sea are con- 
ducted by a wholly-owned subsidiary, 
Canadian Marine Drilling, which also 
drills under contract for other com- 
panies. 

Ice conditions in this fifth sea- 
son of exploratory drilling on Dome’s 


permit acreage in the Beaufort Sea 
were the worst experienced by the 
Company to date. Despite adverse ice 
conditions, 44,000 feet of drilling was 
completed at five drillsites, compared 
with the previous year’s drilling of 
45,500 feet at seven drillsites. 


In addition to the drilling activ- 
ity, island construction was commen- 
ced at two artificial island sites, Tar- 
siut and Kaglulik. At the end of the 
1980 drilling season, two of the world’s 
largest dredges were involved in the 
island construction project. In addi- 


1] 


tion, a $6 million sea-floor coring pro- 
gram had been launched to locate the 
best sea-floor material for island con- 
struction. 

Dredging operations and 
breakwater construction in McKinley 
Bay, the drillships’ wintering location 
80 miles north of Tuktoyaktuk, were 
conducted in 1980, and continued 
expansion is planned to provide a for- 
ward supply point for year-round dril- 
ling operations. 

Canmar Kigoriak, Dome’s pi- 
oneering icebreaker launched at the 
close of the 1979 drilling season, per- 
formed better than anticipated through- 
out 1980. The Arctic Class 4 vessel 
played an important role in supporting 
drillship operations at both ends of the 
drilling season when severe ice condi- 
tions were experienced. 


The Company’s ice-reinforced 
Beaufort Sea fleet and base facilities at 
Tuktoyaktuk represent an investment 
in excess of $350 million. The 19-ship 
fleet includes four drillships, eight 
icebreaker-supply vessels, the Kigo- 
riak, two dredges and a cargo carrier. 


Above Right: Trailer hopper dredge 
Geopotes X, one of two mammoth dredges 
involved in Beaufort Sea artificial island 
construction. 


Right: Dome’s new icebreaker, Kigoriak, 
breaking a pressure ridge during historic 
winter experiments in the Beaufort Sea. 
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SUMMARY WORKING INTEREST 
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UNITED STATES 


During 1980, the Company 
participated in the drilling of 88 gross 
(40 net) exploratory wells resulting in 
23 oil discoveries and six gas discover- 
ies. In addition, the Company drilled 
133 gross (66 net) development wells 
resulting in 42 oil and 57 gas producing 
wells. Total gross footage drilled 
amounted to 1,614,468 feet. 


& Montana - Dome drilled two 
significant oil discoveries in 
the Williston Basin. Three 
successful development wells 
have been drilled and six 
additional wells are planned 
for 1981. Dome has interests 
varying from 37.5% to 75% in 
7,420 gross acres (3,810 net 
acres). 


e Wyoming - The Company 
drilled an oil discovery in 
Unita County. Dome has a 
56% interest in the well and a 
45% interest in 8,930 acres in 
the prospect area. 


@ Oklahoma - In Roger Mills 
County, the Company parti- 
cipated in drilling a successful 
gas well. Dome has interests 
varying from 25% to 80% in 
1,280 gross acres (857 net 
acres). 


Dome is the operator of a gas 
discovery in Alaine County. 
The Company has varying 
interests in 1,676 gross acres 


Colorado. 


(1,182 net acres) in this pros- 
pect area. 


e North Dakota - The Com- 
pany has drilled 15 consecu- 
tive successful producing oil 
wells in its development pro- 
gram. Dome is the operator, 
with interests varying from 
25% to 100%. Net production 
from this field at year-end 
was 670 bpd. 


Dome’s production in the 
United States of oil, natural gas liquids 
and oil equivalent of gas averaged 
5,040 bpd in 1980, compared to 1,352 
bpd in 1979. The Company owns a 
working interest in 638 producing oil 
and/or gas wells in Montana, North 
Dakota, Wyoming, Utah, Nebraska, 
Kansas, New Mexico, Colorado, Okla- 
homa, Texas and Arkansas. 

Dome holdings of oil and gas 
rights in the United States at year-end 
amounted to 2,527,000 gross acres 
(1,471,000 net acres). 


DEVELOPMENT 


Dome conducted an active 
development drilling program in 1980, 
comprising 623 gross wells in Canada 
(318 net). The program resulted in 228 
gross oil wells (145 net) and 306 gross 
gas wells (128 net). ( A development 
well is a well drilled for oil and gas 
within 1-1/2 miles of a producing well 
for the purpose of completing a desired 
pattern for production.) 


Exploratory drilling operations. at an 
elevation of 9,000 feet in Garfield County, 
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CONVENTIONAL OIL 


At Grand Forks, in southern 
Alberta, the Company drilled 11 de- 
velopment wells resulting in nine 
successful oil wells. Dome has interests 
varying from 48% to 100% in 78 wells in 
this general area. Six infill wells will be 
drilled in 1981. 


At Pembina, southwest of Ed- 
monton, a total 21 development oil 
wells and three gas wells were drilled 
during 1980. The Company has work- 
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ing interests ranging up to 81% in 283 
wells in this area. 


At Willesden Green, in central 
Alberta, a total of 11 development 
wells were drilled during 1980, result- 
ing in eight oil wells and three gas 
wells. The Company’s interests vary 
from 50% to 100% in 246 wells in this 
area. 


At Kakwa-Cutbank, in the Deep 
Basin area, the Company drilled a 
total of nine oil wells. Dome has vary- 
ing interests up to 75% in 25 wells in this 
area. 


At Wembley-La Glace, 60 miles 
west of Grande Prairie, five oil wells 
were drilled in this portion of the Deep 
Basin with Dome having interests 
ranging up to 75% in 26 wells in this 
area. 


At Stoddart, in northeastern 
British Columbia, Dome participated 
in drilling five additional oil wells. The 
Company has an average 35% interest 
in 19 wells in this area. Central produc- 
tion and gas conservation facilities 


were placed onstream in the first half 
of 1980. 


An oilwell pump jack in a scenic setting in 
the Pembina oil field of central Alberta. 


NATURAL GAS 


At Medicine Hat, in southeast- 
ern Alberta, Dome participated in the 
drilling of 21 gas wells. The Company 
has interests ranging from 8% to 20% in 
these wells. 


At Bantry-Countess, in south- 
eastern Alberta, Dome participated in 
the drilling of 76 gas wells. The Com- 
pany has interests ranging from 10% to 
100% in this region. 


At Atlee-Jenner, in southeastern 
Alberta, a total of 22 shallow gas wells 
were drilled during 1980. Dome has 
interests ranging from 11% to 95% in this 
region. 

At Willingdon-Ukalta-Bellis- 
Warwick, in east central Alberta, Dome 
participated in the drilling of 28 gas 
wells. The Company has interests 
ranging from 5% to 100% in this area. 


At Valhalla, in the Elmworth 
area of the Deep Basin, the Company 
participated in the drilling of eight 
development gas wells. Construction 
of a 30 mmcf/d plant was completed 
and production of 22 mmcef/d started 
in August. Dome has an average 
interest of 36% in this area. 


At Chinchaga, in northwestern 
Alberta, construction of a 40 mmcf/d 
gas plant and gathering system was 
completed. Dome has a 25% working 
interest. Production commenced in 
August and has averaged 20 mmcf/d 
of natural gas and 1,400 bpd of natural 
gas liquids. 


prior to sale. 


At Kotaneelee, in the Yukon 
Territory, Dome participated in the 
drilling of a significant gas develop- 
ment well. The well encountered gas 
over an interval of 970 feet with 
deliverability exceeding 50 mmcf/d. 
The Company has an approximate 17% 
interest in 73,038 gross acres (12,561 
net acres) in this area. 


HEAVY OIL 


A total of 216 exploratory and 
development wells were drilled in var- 
ious heavy oil areas of Alberta and 
Saskatchewan. One hundred and sev- 
enty-three wells were completed, re- 
presenting a success ratio of 80%. 
Dome’s average net interest is 57%. The 
Company holds 594,000 gross acres 
(446,000 net acres) of prospective 
heavy oil lands in both provinces, 2/3 
of which are in Alberta. 


Several interruptions in the 
marketing of Canadian heavy oil 
limited total production. Average pro- 
duction during 1980 was 3,962 bpd 
(2,050 bpd net to Dome). 

Approval to conduct an exper- 
imental thermal project at Morgan, 
Alberta, was obtained from the Pro- 
vince of Alberta. For the initial phase, 
20 wells were drilled and the gathering 
and treating facilities constructed. Full 
expansion is planned pending modifi- 
cation of heavy oil provisions in the 
National Energy Program. 


The Vulcan Gas Plant, 100 miles 
southeast of Calgary, treats 50 
mmcf/d of sour gas to remove 
carbon dioxide, hydrogen sulfide 
and condensate from the gas stream 
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OPERATIONS REVIEW 


PRODUCTION AND RESERVES 


Production of crude oil and 
natural gas liquids in 1980 was 
26,283,000 barrels (71,812 bpd), com- 
pared to 18,908,000 barrels (51,802 
bpd) in 1979. 

Natural gas production in 1980 
amounted to 125.8 billion cubic feet 


OIL & NATURAL GAS 
_ LIQUIDS PRODUCTION 


Thousands of Barrels Per Day 
71.8 


80 


(343.8 mmcf/d), compared to 100.6 
billion cubic feet (275.8 mmcf/d) pro- 
duced in 1979, 


After deducting 1980 produc- 
tion of 36,049,000 barrels of oil, natural 
gas liquids and oil equivalent of gas, 
recoverable reserves at year-end am- 
ounted to 1,010 million barrels of crude 
oil, natural gas liquids and oil equival- 
ent of gas. 


Excluded from these reserve 
totals are substantial gas reserves in the 
Arctic Islands and certain heavy crude 


GAS PRODUCTION 


Millions of Cubic Feet Per Day 
343.8 


GROSS RESERVES* 
Oil, Natural Gas Liquids & Oil 
Equivalent of Gas 
Millions of Barrels 
Production 
@ Remaining 

Reserves: 


1215.1 


“rere 78 79 
*Excludes Arctic & Beaufort Reserves 
& certain Heavy Oil Reserves 


oil reserves in Canada. No allowance 
has been made for oil and/or gas 
discoveries in the Beaufort Sea. Allreserve 
figures are stated gross of provincial 
and federal royalties since it is not 
practical to project full-life royalty 
rates, given the numerous and variable 
factors prevailing in the various juris- 
dictions. 


At December 31, 1980, 1,125,000 
gross acres (259,000 net acres) were 
under oil production and 2,294,000 
gross acres (1,044,000 net acres) were 
under natural gas production. 
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NATURAL GAS LIQUIDS 
OPERATIONS 


Dome is the largest natural gas 


liquids (NGL) producer and marketer 
in Canada. The Company’s NGL oper- 
ations include the large integrated 


Natural Gas Liquids System, ethane 
facilities and the Cochin Pipeline Sys- 
tem. Dome’s daily average sales of 
NGL in 1980 were approximately level 
with those of the previous year at 
101,384 barrels. 


NGL SYSTEM 


Dome is the operator and owns 
varying interests, averaging approxi- 
mately 50%, in an extensive integrated 
natural gas liquids processing, trans- 
portation, storage and marketing sys- 
tem extending from Alberta to Eastern 
Canada and the Eastern United States. 


Dome’s NGL production is 
primarily derived from plants at Ed- 
monton and Empress in Alberta, in 
which Dome has interests of 50% and 
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37% respectively, and from a plant at 
Cochrane, Alberta where Dome has a 
50% interest in the NGL production. 
These plants are located on major nat- 
ural gas transmission pipeline systems 
and extract NGL from natural gas 
under long term contracts. 


Dometransports its production 
of NGL, together with NGL acquired 
from other connected plants, through 
interconnecting pipelines into storage 
facilities at Edmonton, and at Kerro- 
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COCHIN PIPELINE AND 
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bert, Saskatchewan. From Edmonton 
and Kerrobert, these NGL’s are shipped 
through Interprovincial Pipe Line to 
fractionation and storage facilities at 
Sarnia, Ontario, where liquids are 
separated into propane, butane, iso- 
butane and condensate. These NGL 
products are marketed in Eastern 
Canada and in the United States. 


In October 1980, a major ex- 
pansion to the Sarnia fractionation 
plant was completed. With a capacity 
of 130,000 bpd, the plant is one of the 
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largest fractionation plants in North 
America. The 30,000 bpd expansion 


will handle NGL from the Kalkaska 
area of northern Michigan. 


Continued expansion of this 
plant is under way. A new isomeriza- 
tion plant for making iso-butane out of 
normal butane is under construction. 
Completion of this project is expected 
in the fall of 1981. In addition, an $8 
million retro-fit program at Sarnia is 
under way which will result in a signif- 
icant reduction in the plant’s energy 
use. 


ETHANE FACILITIES AND 
COCHIN PIPELINE SYSTEM 


Dome is the operator and an 
approximate one-third participant in 
an Alberta ethane gathering system 
and a light hydrocarbon products 
pipeline system to Eastern Canada 
and the United States. These facilities form 
an integral part of a $1.5 billion world- 
scale petrochemical project implemen- 
ted by a consortium of Nova (for- 
merly Alberta Gas Trunk Line Com- 
pany), Dow Chemical of Canada and 
Dome. 


COCHIN PIPELINE SHOWING INTERCHANGE WITH 
OTHER LPG PIPELINES 


me COCHIN 


FROM EDMONTON 


wees EXISTING LPG PIPELINE 
@® LPG UNDERGROUND STORAGE 


of: 
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The integrated project consists 


five plants which extract 
ethane from natural gas streams 
in Alberta (Dome’s interest is 
50% in a plant at Edmonton 
and 37% in a plant at Em- 
press). A new ethane supply 
from the Steelman Saskatche- 
wan plant will be tied into the 
system in 1981. 

a 530-mile ethane gathering 
system in Alberta (Dome’s 
interest is 33-1/3%) transpor- 


ting ethane to a pipeline ter- 
minal near Edmonton and to 
Nova’s world-scale ethylene 
plant in central Alberta. 


the upgrading of ethane into 
ethylene, the major petrochem- 
ical building block from which 
a host of plastic products can 
be manufactured (Dome has 
no participation in this plant). 
the 1,900 mile Cochin Pipeline 
System (Dome is operator and 
holds a 32-1/2% interest) trans- 
porting ethane and ethylene, 


Above: Dome’s 130,000 bpd plant at Sarnia, Ontario 
where natural gas liquids originating in Western Canada 
are fractionated into propane, butane and condensate. 


Top: Dome’s extraction facilities at Edmonton, Alberta, 
produce ethane, propane, butane and condensate. 


surplus to Alberta’s require- 
ments, to Eastern Canadian 
and United States markets. 
Propane is also shipped through 
this pipeline to propane distri- 
bution terminals in the USS. 
Midwest. 

Additional storage facilities 
were put into service at Reg- 
ina in 1980, increasing the 


Cochin Pipeline System’s ca- 
pacity by 10,000 bpd. 
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NEW PROJECTS 


LNG EXPORT AND B.C. 
PETROCHEMICALS 


The Company announced in 
the fourth quarter of 1980 the initiation 
of two major projects representing an 
important expansion in the scope of 
the Company’s activities. 


Dome’s proposed Western LNG project 
will have facilities similar to the Chita LNG 
receiving terminal in Nagoya, Japan. 
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The sale of LNG was arranged 
through Nissho-Iwai Corporation to 
four Japanese utilities serving more 
than 45 million gas customers in Japan. 
One of the terms of the arrangement 
provides for at least two of the vessels 
required for this project to be Cana- 
dian owned. It is expected that these 
vessels will be built in Canada and 
operated by the Company. Discus- 
sions are under way with several pos- 
sible additional partners in this project. 


The other project contemplates 
the extraction of ethane and propane 
from natural gas in British Columbia 
to provide feedstock for a 600 million 
pound per year ethylene plant. The 
ethylene will be upgraded into secon- 
dary and tertiary petrochemical deri- 
vatives in plants located on Pacific 
tidewater. Implementation of this pro- 
ject will be assisted by the sale of natu- 
ral gas for the Japanese LNG project. 
The Company’s participation in this 
project will be approximately 50% in 
the ethane facilities and 27-1/2% in the 
ethylene and derivative plants. 


These projects represent an 
important industrial benefit to Canada 
associated with utilization and upgrad- 
ing of Canadian petroleum hydrocar- 
bons. 


ARCTIC PILOT PROJECT 


Dome is a 20% participant in 
the Arctic Pilot Project, an all-Canadian 


effort operated by Petro Canada, 
designed to deliver 225 mmcf/d of 
LNG from the Drake Point and Hecla 
gas fields on Melville Island and move 
it to Eastern Canada in icebreaker 
tankers on a year-round basis. The $1.9 
billion project is scheduled to be on 
stream by 1986. 


ALSANDS PROJECT 


Dome holds a four percent 
participation in the Alsands consortium, 
led by Shell Canada Resources. A 
production level of 140,000 bpd of 
synthetic crude is expected when this 
tar sands mine and upgrading facility 
near Fort McMurray goes on stream. 
Difficulties in obtaining satisfactory 
commercial terms and formal agree- 
ments with the Alberta and Federal 
Governments have delayed start of 
construction on this mega project. 


SEMI-SUBMERSIBLE 
DRILLING RIG 


Dome has proposed to pro- 
vide offshore drilling services to Sov- 
ereign Oil & Gas in connection with 
Sovereign’s North Sea exploration 
program. Dome owns 23% of Sover- 
eign and provides management ( see 
page 21). 

Dome is negotiating for acqui- 
sition of a world-class semi-submer- 
sible drilling rig with delivery sche- 
duled for early 1983, to provide a 
complete drilling rig service to Sov- 
ereign. 


DOME CANADA 


In October 1980, the Govern- 
ment of Canada introduced its budget 
and National Energy Program. A key 
provision of the program was the 
granting of cash incentives for explora- 
tion. These incentives increase substan- 
tially for companies with a high Ca- 
nadian ownership. 

The Company’s response to 
the Program was the formation in Jan- 
uary 1981 of a major new Canadian oil 
and gas company, Dome Canada 
Limited. Dome Petroleum also an- 
nounced its intention to increase sig- 
nificantly its own Canadian Owner- 
ship Rate, over the next several years, 
by encouraging Canadians to purchase 
Dome Petroleum shares. Both steps 
are regarded by Dome as a positive 
response to the Federal Government's 
policy to encourage increased Cana- 
dian ownership of the oil and gas 
industry. 

Dome Canada will carry out 
Dome Petroleum’s exploration in 
Canada over a minimum three-year 
term of an agreement between thetwo 
companies. Under the agreement, 
Dome Petroleum will grant the right to 
Dome Canada to earn an interest in 
certain of its Canadian exploratory 
lands in return for the obligation to 
pay for all exploration, including the 
drilling of exploratory wells. The 
amount of land earned will be as 
follows: 

a)In the Provincial areas of 
Canada, Dome Canada will earn 50% 


NORTH SEA 


With the acquisition in 1979 of 
a 76% interest in lands formerly held by 
Siebens Oil & Gas , Dome and its asso- 
ciates acquired an approximate 30% 
interest in Siebens U.K., a subsidiary 
with substantial North Sea acreage, 
including a 4% carried interest in the 
Brae oilfield. Subsequently, the name 
of Siebens U.K. was changed to Sov- 
ereign Oil & Gas. 

In 1980, Sovereign concluded 
arrangements with subsidiaries of the 


of Dome’s interest in lands within a 
nine-section block surrounding each 
exploratory well. On average, Dome’s 
interest amounts to 3-1/2 sections per 
nine-section block. 


b)In the Beaufort Sea, the Arc- 
tic Islands and other Canada lands, 
Dome Canada will earn 10% - 50% of 
Dome’s interest in 45,000 acres around 
each exploratory well depending on 
the distance from any discovery well. 
Dome Canada will earn an interest in 


all current drilling wells except Koa- 
koak 0-22. 


Dome Canada and Dome Pet- 
roleum plan to conduct a $600 million 
exploration program during 1981. This 
vigorous exploration effort should 
contribute significantly to the national 
objective of achieving oil self-suffi- 
ciency by 1990. 

Fifty-two percent of the Dome 
Canada shares were sold to the Cana- 
dian public for $434 million net to 
Dome Canada. The remaining 48% 
was subscribed by Dome Petroleum at 
the same net per share to Dome 
Canada. 


Dome Canada will also receive 
$225 million remaining from the loan 
negotiated with the Japan National Oil 
Company to conduct Beaufort Sea 
exploration. The company therefore 
will start operations with a total capi- 
talization of $1,060 million inclusive of 
the above loan. 


Dow Chemical Company whereby Dow 
will farm in to certain acreage and 
lend £10 million to Sovereign to finance 
Sovereign’s share of exploration on 
other licenses. This loan will be repay- 
ble only out of 25% of Sovereign’s net 
proceeds from the Brae field. 


In January 1980, the Minister 
of State for Energy approved the 
development and production program 
for the South Brae field. Facilities are 
being designed and contracted by the 
Operator, Marathon Oil U.K., to han- 
dle 100,000 bpd of crude oil plus 


As part of Dome Petroleum’s 
payment for Dome Canada shares, 
Dome Petroleum transferred to Dome 
Canada one-half of its shares of Trans- 
Canada PipeLines Limited (approxi- 
mately 10,307,000), at the current 
market price of $251 million. 

This transaction also increased 
TransCanada’s Canadian ownership 
to over 75%, enabling that company to 
comply with the Government's increas- 
ed Canadian ownership policies and 
to participate in the maximum grants 
available for exploration. 


12,000. bpd of natural gas liquids. Pro- 
duction is anticipated to begin in 1983. 

Recently, the U.K.Government 
held its Seventh Round disposition of 
oil and gas licenses in the North Sea 
and Sovereign and its partners were 
successful in being awarded six licenses, 
four operated and two non-operated. 

Sovereign is now in the posi- 
tion of having attractive oil and gas 
permits in the North Sea, and the 
funds to exploit these rights. 
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TRANSCANADA PIPELINES 


Dome Petroleum and Dome 
Canada own 46.9% of the outstanding 
common shares of TransCanada Pipe- 
Lines. TransCanada is one of the major 
gas transmission companies of the 


world, operating the only high pres- 
sure natural gas pipeline system link- 
ing Western Canadian reserves to 
eastern markets in Canada and the 
United States. 


TransCanada’s financial high- 
lights for 1980 included operating 
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revenues of $3.14 billion and net 


income applicable to common shares 
of $92.7 million. 


TransCanada is acquiring sig- 
nificant interests in components of the 
Alaska Highway Pipeline Project in- 
cluding the “prebuild” to deliver Ca- 
nadian gas from Alberta to United States 
markets prior to the completion of the 
Alaskan segment. 


In March 1980, TransCanada 
announced agreement in principle for 
the acquisition of a 49% equity partici- 
pation in the subsidiary of Foothills 


Pipe Lines (Yukon) which will con- 
struct and operate the Saskatchewan 
section. 


In August 1980, TransCanada 
joined the partnership responsible for 
the State of Alaska section of the pro- 
ject. TransCanada expects to ultimately 
hold a 7% equity interest in this section 
for a total equity investment of $190 
million over a five-year period. Total 
investment in this project is expected 
to exceed $10 billion (U.S.). 

In October 1980, TransCanada 
entered into an agreement to acquire a 


(Proposed Extension) 


Northern Border Pipeline System 


(Proposed) 


Great Lakes Gas Transmission System 


(53% interest) 


Foothills Pipeline System 


(Proposed) 


Nonsusnaesesss Union Gas Pipeline 


30% interest in the $1.5 billion (U.S.) 
first phase of the Northern Border 
Pipeline, which is the southern portion 
of the Alaska Highway Project. Trans- 
Canada arranged, through a syndicate 
headed by a Canadian bank, loans to 
finance the 70% debt portion of the 
project. 

TransCanada and Q&M Pipe 
Lines, a subsidiary of Nova, are jointly 
sponsoring the TransQuebec and Mar- 
itime gas transmission facilities to serve 
new areas of Eastern Canada. 


In May 1980, the National 


T. JOHN'S @ 


TRANSCANADA PIPELINES 
AND CONNECTING SYSTEMS 


Sieacameeee, Trans Quebec Maritime Pipeline System 


tmemmmen TransCanada Pipelines System 


Above: Section of weighted pipe is lowered for the 
East Humber River pipeline crossing near Toronto. 


Top: The efficient operation of nearly 6,000 miles of 
large diameter pipeline and 48 compressor stations is 
achieved with the help of acomputer system in the Gas 


Control Centre at the Toronto office of TransCanada 


PipeLines. 


Energy Board approved construction 
of a transmission line to Quebec City. 
Further hearings will be held on exten- 
sion of the line to the Maritimes. Total 
cost of this project is estimated at $1.2 
billion. 


TransCanada also holds exten- 
sive oil and gas properties and wildcat 
lands in Canada and the United States. 

Dome Canada and TransCan- 
ada have agreed to participate, in 
equal shares, in securing farmouts of 


oil and gas rights in the frontier regions 
of Canada. 


TransCanada has also agreed 
to participate in Dome’s LNG export 
project. TransCanada could hold up 
to a 25% interest in the project. 


DOME MINES 


The Company owns approxi- 
mately 39.3% of the outstanding com- 
mon shares of Dome Mines and is 
Dome Mines’ principal shareholder. 


Dome Mines, in turn, owns 
approximately 25.7% of the outstand- 
ing common shares of Dome Petro- 
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“Campbell _ 


DOME GROUP’S THREE MINES 
AND THE DETOUR LAKE PROPER 


Above: An electric load-hauler operat- 
ing underground at the Dome gold mine. 


Top Right: Dome Mines property at South 
Porcupine, Ontario 


leum and is its principal shareholder. 
Dome Mines owns and operates a gold 
mine in the Porcupine district of Onta- 
rio and owns controlling interests in 
two other major gold producers: Camp- 
bell Red Lake Mines (57%) and Sigma 


Torontos 


Mines (Quebec) (66%). Dome Mines 
and its subsidiaries constitute the lar- 
gest gold producer in the Western 
Hemisphere. Dome Mines also owns a 
10% interest in Denison Mines, a major 
uranium producer, and a 20% interest 
in Canada Tungsten Mining. 

Dome Mines’ financial highlights 
for 1980 showed bullion revenues of 


$237.5 million and a net income of 
$126.5 million or $7.25 per share. 


Campbell Red Lake Mines and 
Dome Mines have each earned a 25% 
interest in the Detour Lake project, 


about 100 miles northeast of Timmins, 
Ontario, on which significant gold 
bearing structures have been disco- 
vered. The total cost of the mine con- 
struction program is estimated to be 
$143 million with start of production 
scheduled for late 1983. 


On February 26, 1981, Dome 
Mines announced a major exploration 
drilling program on what appears to 
be a significant gold occurrence in 
northwestern Ontario. Drill-indicated 
reserves exceed | million tons of mate- 
rial grading 0.2 ounces of gold per ton. 


MANAGEMENT'S DISCUSSION AND ANALYSIS OF THE COMPANY’S FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 


SUMMARY 


The following table sets forth for the years indicated (i) percentages which certain items reflected in the 
financial data bear to revenue of the Company and (ii) the percentage change of such items as compared to the 
indicated prior year: 


Year to Year 


Relationship to Total Revenues Increase (Decrease) 
Year ended December 31, Years ended 
1980 1979 1978 1979-80 1978-79 
(Percentages) 
Revenue 
Crude Oil and Natural Gas ....... 94.9 93.6 93.8 Bora 50.3 
Pipeline Transportation .......... 4.1] 4.] 3.4 20.9 82.9 
OLIG? 158 Abe oe 1.0 23 2.8 (48.2) 24.5 
100.0 100.0 100.0 21.0 50.7 
OE SUIO RETO CU C IE ites ccs silat. (36.5) (34.7) (46.6) Diep 12:3 
Operating and general ........... (15.2) (19.5) (15.0) (6.1) 96.3 
HCE Ad gi ae (13.1) (11.8) (7.4) 34.2 139.3 
WemiehlOoumer te wei. veces «s (4.7) (3.1) (1.2) 85.3 298.1 
WDEDY CCIALION Mcrae eo Coe 4 oe (2.6) (3.6) (3.8) (11.9) 43.2 
Preferred share dividends 
i OGHLES CHET A nhs Gee oe (1.6) _(2.4) (0.3) (20.6) 965.3 
Income before income taxes ..... 26.3 24.9 Ua 27.6 45.9 
ATIECINE LANES ee acc oie sieisle.g als S vere (7.4) (10.1) (7.6) (12.1) 102.0 
Equity in earnings of 
affiliated companies ........... 6.2 4.4 1.8 68.7 276.1 
PM eteNCOMGmr cate tare cic oe seis 25.1 19.2 19.9 58.0 45.2 


RESULTS OF OPERATIONS 


Revenue 

Over the three year period, revenue increased overall by 82%. Both segments of the Company’s operations 
showed significant growth. Revenue increases in the three year period resulted primarily from high levels of 
successful exploratory and development drilling, together with the inclusion in 1980 of production arising from the 
acquisition of Kaiser Petroleum Ltd. 
Cost of Product 

Over the three year period, cost of product has increased to a lesser extent than related revenues, (43% 
compared with 56%) largely as a result of a different product mix and selling prices. 
Operating and General Expense 

Over the three year period, these costs increased in line with revenue. The decrease in expenditures in 1980 as 
compared to 1979 reflects the greater participation by third parties in the 1979 Beaufort Sea drilling program. 


Interest Expense 
Over the three year period, interest expense has increased by 221%, largely reflective of increasing interest 
rates, the Company’s high level of capital investment, together with the decline of the Canadian dollar. 


Depletion and Depreciation 

Over the three year period, depletion and depreciation have increased by 170%, reflecting the Company’s 
growing asset base and increased level of production. The decrease in depreciation in 1980 as compared to 1979 
reflects the greater participation by third parties in the 1979 Beaufort Sea drilling program. 
Equity in Earnings of Affiliated Companies 

The Company’s increased holdings in Dome Mines Limited and TransCanada PipeLines Limited, together 
with increased earnings in those companies, have resulted in the Company’s equity in their earnings increasing by 


— - 534%. 


26 


LIQUIDITY AND CAPITAL RESOURCES 


The Company has, since its inception, invested significantly greater amounts than its cash flow from 
operations. The Company’s exploration and capital expenditures to cash flow ratio continues to maintain a 
satisfactory level and the Company’s borrowing base continues to grow in relation to the fair market value of its 
assets. In view of the current degree of uncertainty with respect to Canadian Federal/Provincial energy policies, 
long term forecasts of cash flows and capital requirements are unavoidably subject to a high degree of uncertainty. 
Subject to this provision and to the inherent difficulty in all forward planning, the Company anticipates that its long 
and short term liquidity ratios will be substantially similar in the foreseeable future to those experienced in recent 
years. The Company has no material commitments for capital expenditures that are not in the normal course of 
business. However, the Company anticipates that its expenditures for exploration will be significantly reduced in 
198] through the creation of Dome Canada Limited. 


AUDITORS’ REPORT 


To the Shareholders of Dome Petroleum Limited 


We have examined the consolidated balance sheets of Dome Petroleum Limited as at December 31, 1980 and 
1979 and the consolidated statements of income, retained earnings and changes in financial position for the 
three years ended December 31, 1980. For Dome Petroleum Limited and for those other companies of which 
we are the auditors and which are consolidated or are accounted for by the equity method in these financial 
statements, our examination was made in accordance with generally accepted auditing standards, and 
accordingly included such tests and other procedures as we considered necessary in the circumstances. For 
TransCanada PipeLines Limited which is accounted for by the equity method we have relied on the report of 
the auditors who have examined those financial statements. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as 
at December 31, 1980 and 1979, the results of its operations and the changes in its financial position for the three 
years ended December 31, 1980 in accordance with generally accepted accounting principles consistently 
applied, except for the change in 1980, with which we concur, in the method of capitalizing interest as 
explained in Note 11 to the consolidated financial statements. 


Calgary, Canada 
March 10, 1981 


Clarkson Gordon 
Chartered Accountants 


— DOME PETROLEUM LIMITED 


CONSOLIDATED STATEMENT OF INCOME 


THREE YEARS ENDED DECEMBER 31, 1980 


REVENUE 


EXPENSE 
Cost of product 
Operating and general 
Interest on long term debt 
Less interest capitalized 
Depletion 
Depreciation 
Preferred share dividends of a subsidiary 


INCOME TAXES (Note 10) 
Current 
Deferred 


EQUITY IN EARNINGS OF AFFILIATED 
COMPANIES 


NET INCOME 


PER COMMON SHARE (Note 9) 
Net income before deferred 
income taxes 
Net income 


AVERAGE NUMBER OF COMMON SHARES 
OUTSTANDING (in thousands) (Note 9) 


1980 
($000) 


$1,143,552 


418,494 
173,520 
291,802 
(142,386) 
53,629 
29,981 
18,153 
843,193 
300,359 


(33,016) 
117,276 

84,260 
216,099 


71,053 


287,152 


$8.66 
$6.01 


44,298 


1979 
($000) 


$945,466 


328,118 
184,763 
141,202 
(29,906) 
28,933 
34,015 
22,871 
709,996 
235,470 


95,880 
95,880 
139,590 


42,121 


$181,711 


$6.04 
$3.90 


44,624 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


THREE YEARS ENDED DECEMBER 31, 1980 


RETAINED EARNINGS, BEGINNING 
OF YEAR 
Net income for the year 


Preferred share dividends - stock 
- cash 
RETAINED EARNINGS, END OF YEAR 


See accompanying summary of significant accounting policies and notes. 


1980 


($000) 


$595,124 


287,152 
882,276 
2,102 
18,878 


$861,296 


1979 
($000) 


$421,292 
181,711 
603,003 
1,062 
6,817 
$595, 124 


1978 
($000) 


$627,320 


292,117 
94,124 
59,091 
(12,577) 
7,268 
23,750 
2,147 
465,920 

161,400 


47,467 
47,467 
113,933 


11,199 
$125,132 


$3.85 
$2.79 


44,856 


1978 
($000) 


$296,160 
125,132 
421,292 


$421,292 
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DOME PETROLEUM LIMITED 


CONSOLIDATED BALANCE SHEETS 
DECEMBER 31, 1980 and 1979 
ASSETS 


CURRENT 
Cash and short term deposits 
Accounts receivable 
Inventories - product 


- materials and supplies 


INVESTMENTS 


Dome Mines Limited (Market value 1980 -$789,596,000; 
1979 - $457,737,000) (Note 1) 


Less Dome Petroleum’s pro rata interest 
in its shares held by Dome Mines Limited 


TransCanada PipeLines Limited (Market 
value 1980 - $458,656,000; 1979 - $500,237,000) (Note 2) 


Sovereign Oil & Gas Ltd. (Market 
value 1980 - $99,179,000; 1979 - $22,273,000) 
Panarctic Oils Ltd. 


Other 


PROPERTY, PLANT AND EQUIPMENT (Note 3) 
OTHER ASSETS 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT 
Bank loans (Note 13) 


Accounts payable 
Long term debt due within one year 


LONG TERM DEBT (Note 4) 

DEFERRED INCOME TAXES 

PREFERRED SHARES issued by a subsidiary (Note 5) 
REDEEMABLE PREFERRED SHARES (Note 6) 
COMMON SHARES (Note 7) 

CONTRIBUTED SURPLUS (Note 6) 

RETAINED EARNINGS 


DOME PETROLEUM’S PRO RATA INTEREST 
in its shares held by Dome Mines Limited (Note 1) 


1980 
($000) 


$ 50,517 
411,591 
133,494 
106,844 
702,446 


188,176 


79,556 
108,620 


460,444 


11,605 
26,301 


5,758 
612,728 
3,692,078 
71,482 
$5,078,734 


1980 
($000) 


$ 8,800 
475,757 
59,243 
543,800 
2,646,230 
499,315 
220,000 
282,695 
103,992 
962 
861,296 


(79,556) 
$5,078,734 


The Company follows the full cost method of accounting for oil and gas operations. 


2 : On behalf of the Board: 
See accompanying summary of 


significant accounting policies and notes. 


f— 


1979 
($000) 


$ 54,990 
315,645 
70,492 
52,176 
493,303 


163,087 


75,922 
87,165 


423,645 


11,422 
9,903 


5,200 
537,335 
2,070,725 
29,130 
$3,130,493 


1979 
($000) 


$ 6,541 
343,152 
30,625 
380,318 
1,332,161 
309,037 
220,000 
285,628 
84,147 


595,124 


(75,922) 
$3,130,493 


Director. 


- DOME PETROLEUM LIMITED 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
THREE YEARS ENDED DECEMBER 3], 1980 


1980 1979 1978 
($000) ($000) ($000) 
Funds were provided from: 
Cash flow from operations $ 449,626 $ 323,395 $198,741 
Less preferred share dividends (18,878) (6,817) - 
Cash flow after deduction of preferred 
share dividends 430,748 316,578 198,741 
Issue of long term debt 1,756,844 844,655 127,310 
Issue of preferred shares —_ 284,566 — 
Issue of preferred shares by a 
subsidiary dks a 220,000 
Issue of common shares 19,845 5,883 3,246 
Other oe 3,358 — 
Decrease in working capital — — 11,484 
$2,207,437 $1,455,040 $560,781 
Funds were used for: 
Expenditures for property, plant and 
equipment $1,043,006 $ 859,735 $385,774 
Acquisitions (Note 12) 604,729 310,964 — 
Less amounts contributed through 
participation agreements (Note 8) (12,678) (166,901) (73,803) 
1,635,057 1,003,798 311,971 
Reduction in long term debt 442.775 89,615 70,654 
Investments in: 
TransCanada PipeLines Limited 19,818 246,660 164,445 
Dome Mines Limited oe 65,804 7,158 
Sovereign Oil & Gas Ltd. a 11,422 _ 
Panarctic Oils Ltd. 16,398 — 1,027 
Increase in other investments and 
other assets 43,655 14,973 5,526 
Redemption of preferred shares 4,073 — _ 
Increase in working capital 45,661 22,768 — 
$2,207,437 $1,455 040 $560,781 
CONSOLIDATED COMPONENTS OF CHANGES IN WORKING CAPITAL 
Increase (decrease) in current assets 
Cash and short term deposits $ (4,473) Su 4015 $ 15,144 
Accounts receivable 95,946 111,691 27,747 
Inventories 117,670 38,820 10,633 
209,143 154,586 53,024 
Increase (decrease) in current liabilities 
Bank loans 2,259 (27,202) 10,799 
Accounts payable 132,605 150,393 55,055 
Long term debt due within one year 28,618 8,627 (846) 
163,482 131,818 65,008 
Increase (decrease) in working capital $ 45,661 $ 22,768 $(11,484) 


See accompanying summary of significant accounting policies and notes. 
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* DOME PETROLEUM LIMITED 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


PRINCIPLES OF CONSOLIDATION 

The consolidated financial statements are prepared in accordance with generally accepted accounting 
principles in Canada and include the accounts of Dome Petroleum Limited and its subsidiary companies. The excess 
of the consideration paid for the shares of subsidiaries over their net book values at dates of acquisition has been 
attributed to the related property, plant and equipment. 


FOREIGN CURRENCY TRANSLATION 


Current assets and current liabilities are translated at the rates of exchange prevailing at the balance sheet 
dates. Long term assets and liabilities are translated at rates in effect at the dates the assets were acquired or 
obligations incurred. Revenue and expense items are translated at average rates during the year with the exception of 
depletion and depreciation which are translated at the rates of exchange used for the related assets. The resulting 
gains and losses are included in income. 


INVENTORY VALUATIONS 


Inventories of product are valued at the lower of average cost and net realizable value. Materials and 
supplies are valued at average cost. 


INVESTMENTS 


The Company’s investments in Dome Mines Limited, TransCanada PipeLines Limited and Sovereign Oil & 
Gas Ltd. are accounted for by the equity method. Under this method the investments are carried at cost plus the 
related equity in undistributed earnings less the amortization of the excess of the purchase price over the net book 
value at dates of acquisition. The Company’s 8.6% interest in Panarctic Oils Ltd. is carried at cost. 


PROPERTY, PLANT AND EQUIPMENT 


The Company follows the full-cost method of accounting for oil and gas operations whereby all costs of 
exploring for and developing oil and gas and related reserves are capitalized. Such costs include land acquisition 
costs, geological and geophysical expense, interest and other carrying charges of non-producing property, costs of 
drilling both productive and non-productive wells and overhead expense related to exploration activities. The 
Company's share of costs incurred in drilling in the Beaufort Sea includes depreciation of drillships and related 
facilities, interest and operating expenses. 

Maintenance and repair costs are charged against income. Significant improvements are capitalized and 
replaced assets, if any, are retired from the accounts. 

Gains or losses are not recognized upon disposition of oil and gas properties accounted for under the full-cost 
method. Gains or losses are recognized upon disposition of other assets. 


DEPRECIATION AND DEPLETION 


Provisions for depreciation of production facilities and depletion are computed on the composite unit-of- 
production method based on proved reserves of oil and gas as determined by Company engineers. In the 
calculation, natural gas reserves and production are converted to equivalent barrels of crude oil based on the relative 
net sales value of each product. 

Costs incurred in the Beaufort Sea, Arctic and certain other undeveloped properties are excluded from the 
depletion calculation until the quantities of proved reserves can be ascertained through further exploration. 

Plant, pipelines, related facilities and other assets, drillships and supply vessels are depreciated on the 
straight-line basis at rates designed to amortize the assets over their estimated useful lives. 


CAPITALIZED INTEREST 

Interest is capitalized on all costs that are excluded from the depletion calculation and on costs incurred 
during the construction of property, plant and equipment. Once the exploration stage is complete, or the facility 
commences operations, subsequent interest costs are charged to income. 


INCOME TAXES 


The Company follows the tax allocation method of accounting under which the income tax provision is 
based on the income reported in the accounts. Under this method, the Company makes full provision for income 


taxes deferred principally as a result of claiming capital cost allowance and exploration and development costs in 
excess of depreciation and depletion provided in the accounts. 


COMPARATIVE FIGURES 


Certain comparative figures for the two years ended December 31, 1979 have been restated to conform to 
the current year’s financial statement presentation. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1980, 1979 and 1978 


Le INVESTMENT IN DOME MINES LIMITED 


At December 31, 1980 the Company owned 7,628,946 common shares of Dome Mines Limited representing a 
39.3% interest therein. During the period the Company acquired common shares of Dome Mines Limited as follows: 
1979 -1,641,546 ($65,804,000); 1978 - 287,400 ($7,158,000). Dividends received by the Company were as follows: 
1980 - $5,149,000; 1979 - $3,187,000; 1978 - $1,919,000. 

At December 31, 1980 Dome Mines Limited owned 25.7% of the outstanding common shares of the Company 
resulting in the Company having a pro rata interest of 10.1% in its own shares. The investment in Dome Mines Limited 
and shareholders’ equity have therefore been reduced by the allocated portion of the cost of the investment in shares 
of Dome Mines Limited related thereto. The excess of the purchase price over the net book value of Dome Mines 
Limited at dates of acquisition, other than its holdings in Dome Petroleum Limited, amounts to $51,753,000 and is 
attributable to the value of the mineral assets held by Dome Mines Limited. This excess is being amortized over the 
expected life of the mineral assets. 


De INVESTMENT IN TRANSCANADA PIPELINES LIMITED 

At December 31, 1980 the Company owned 20,613,771 common shares of TransCanada PipeLines Limited 
representing a 46.9% interest therein. During the period the Company acquired common shares of TransCanada 
PipeLines Limited as follows: 1980 -900,000 ($19,818,000); 1979 -10,693,550 ($246,660,000); 1978 -9,020,221 
($164,445,000). See Note 20. Dividends received by the Company were as follows: 1980 - $23,651,000; 1979 - 
$19,757,000; 1978 - $2, 616,000. 

At December 31, 1980 the excess of the purchase price over the net book value of TransCanada PipeLines 
Limited at dates of acquisition amounted to $137,325,000 which is attributable to the value of the pipelines owned by 
TransCanada PipeLines Limited. This excess is being amortized over the remaining life of these assets. 


3. PROPERTY, PLANT AND EQUIPMENT 


Principal Accumulated NETL t 
Depreciation and Investment Depreciation sah hes Bebe etl 
Depletion Rates at Cost and Depletion 1980 1979 


(In thousands of dollars) 


Plants, pipelines, related 


facilities and other assets .......... 3.3% to 6.7% $ 523,916 $ 92,339 $ 431,577 $ 326,931 
SARC AS EOPELLIES iiss selb Ae he pele Unit of production 2,859,777 — 132,003 2,727,774 1,344,520 
LOCUELION £ACIILIES (ie Wek )s selves disiele els Unit of production 295,961 28,332 267,629 149,064 
Drillships and supply vessels ........ 6.7% to 10.0% 337,682 72,584 265,098 250,210 


$4,017,336 $325,258 $3,692,078 $2,070,725 


Costs of properties excluded from the depletion calculation during the period were: 1980 - 
$561,800,000; 1979 -$253,800,000; 1978 -$115,000,000. 
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4. LONG TERM DEBT 1980 1979 
(In thousands of dollars) 


Debentures 

9 1/2% Series A Debentures due 1997 

(1980 and 1979 = WS9$150,000,000) 2 ee teeter tee ene $ 158,811 $ 158,811 
Income Debenture, with interest at 52% of the 

prime, bank rate plusi3/4%, due LOSS. cee earn eae ee eee 200,000 200,000 
13 1/2% Debentures due 1992 (U.S. $48,550,000) ...............20000- 56,686 — 
10 3/8% Sinking Fund Debentures due 1996 ........... BY ene Aen at 28,361 - 
10% Debentures due 1994 (1980 and 1979 - U.S. $50,000,000) .......... 57,336 57,278 


Term Bank Loans 
With interest rates varying up to 1 1/4% in excess 
of the prime bank rate and up to 5/8% in excess of 
the London Interbank Offered Rate 


In, Canadian’ funds; due 1981-1988 se see eee eee eee treet 1,503,351 565,256 
In U.S. funds, due 1981-1986 (1980 - U.S. $183,500,000; 
1979 = US /$53,500,000) wees ata vapsie wean ce coe eerarete te nan ecg eee 204,394 52,109 


Promissory Notes 
With interest at the prime bank rate between 8 1/4% and 10 1/4% per 
annum adjusted for one half the differential in prime 


below/or'above' these limits) due 1989 2.0 22. ct en eee ee 25,500 28,500 
With interest at prime less 1/4% due 1985 .............00ceeceecceees 75,000 — 
With interest at varying rates from 6% to prime 
plus 1 1/4% 
Due 1988 ($161,600,000 less funds on deposit of $123,315,000) ...... 38,285 38,285 
De 1908 Cae Ne Agen h i TT LOND cage Re ear en cna ite Wet Sones rege ates 225,488 229,750 
With interest at 6% due 1986 (Swiss Francs 100,000,000) .............. 69,541 — 
Other (including capitalized lease and royalty obligations) .................. 62,720 32,797 
2,705,473 1,362,786 
Less amounts due within one year Gwe. ike tania se cite tee ence nena eee 59,243 30,625 


$2,646,230 $1,332,161 


The 9 1/2% Series A Debentures are secured by a first fixed mortgage and charge upon certain of the 
Company’s oil and gas properties, related production equipment and sales agreements. The Trust Deed securing the 
Debentures requires annual redemption at varying amounts in each of the years 1983 to 1996. 

As security for the Income Debenture and Term Bank Loans, the Company has issued collateral demand 
debentures which include floating charges on property, plant and equipment; has pledged certain oil and gas 
properties and product inventories; has assigned certain amounts due under marketing agreements and has 
hypothecated shares of TransCanada PipeLines Limited, Dome Mines Limited and certain subsidiary companies. 
Under the provisions of the Income Debenture, the Company is required to make principal repayments of varying 
amounts in each of the years 1984 to 1988. At December 31, 1980 the Company had an unused line of credit of U.S. 
$95,000,000 under these specific bank arrangements. 

The 13 1/2% Debentures are subject to a purchase fund which requires that the Company use all reasonable 
efforts to purchase in the market, debentures in the amounts of U.S. $4,500,000 during the year commencing May 1, 
1980 and U.S. $2,000,000 in each of the years commencing May 1, 1981 to 1986 at prices not exceeding 100% of the 
principal amount. During 1980, U.S. $1,450,000 of debentures were purchased under this provision. 

The 10 3/8% Sinking Fund Debentures are subject to annual sinking fund payments in the amount of 
$1,500,000 in each of the years 1981 to 1995 inclusive. During 1980, $1,639,000 of debentures were purchased by the 
Company in respect of its 1981 sinking fund payment. 

The 10% Debentures are subject to annual sinking fund payments in the amount of U.S. $2,750,000 in each of 
the years 1984 through 1993. 


As security for the Promissory Notes, the Company has pledged certain oil and gas properties which are 
subject to a first fixed charge and has placed in escrow with a Canadian chartered bank $123,315,000 in cash. The 
monies held in escrow earn interest and will be released in proportion to the principal repayments of the promissory 
notes. The promissory notes are repayable as follows: $7,650,000 (1981); $43,650,000 (1982 - 1984); $118,650,000 
(1985); $113,579,000 (1986); $43,650,000 (1987); $94,650,000 (1988); $6,150,000 (1989) and $4,650,000 (1990 - 1998). 

Discounts on debt issued and related expenses are deferred and amortized over the term of the loan. 


Long term debt repayable in United States currency has been translated at the rates of exchange in effect at 
the dates the obligations were incurred. United States accounting practice requires that long term debt payable in 
foreign funds be translated at exchange rates in effect at the end of the year and the unrealized exchange gain or loss 
included in income currently. If the Company had followed this practice, long term debt would have been increased 
by 1980 - $37,587,000; 1979 - $27,586,000; 1978 - $31,296,000 and net income would have been decreased by 1980 
-$9,961,000 ($ 0.22 per share); 1978 - $19,410,000 ($0.43 per share) and increased by $3,555,000 ($ 0.08 per share) 
during 1979. 


Approximate instalments of long term debt (including sinking fund repayments) due in each of the years 
1982 to 1985 are: 1982 - $790,504,000; 1983 - $146,940,000; 1984 - $150,628,000 and 1985 - $372,529,000. 


5. PREFERRED SHARES ISSUED BY A SUBSIDIARY 


A subsidiary of the Company had outstanding during 1980 and 1979 2,200,000 cumulative, non-voting, first 
preference shares redeemable in 1988 which redemption is guaranteed by the Company. The dividend rate is 52% of 
the prevailing prime bank rate plus 3/4%. At the Company’s option, shares may be converted to aterm bank loan and 
after June 1, 1981 may be redeemed. 


6. REDEEMABLE PREFERRED SHARES 


The Articles of Continuance of the Company as approved by the shareholders on May 7, 1979 authorized the 
creation of a class of preferred shares unlimited in number and issuable in series. 
Preferred shares outstanding at December 31, 1980 and 1979 were as follows: 


1980 1979 
Authorized Outstanding Amount Outstanding Amount 
(Amounts in thousands of dollars) 


BO DIDEMeS A ANC Bis ccc esc sess ceesceee os 10,500,000 5,048,112 $126,062 5,000,000 $125,000 
ME MECHIVAICLENICS 2a ee eine esise wines eg odie ees ss 105,345 2,102 48,112 1,062 
| AU GGTIEG! 2) sae GAR: ene enraS (201,941) (5,035) eo — 
4,951,516 123,129 5,048,112 126,062 
ay? Bye PA COs EL RE ae 1,450,000 1,450,000 36,250 1,450,000 36,250 
BPA ERSCTICS Lire... vcs ces oes tos veel e es 4,110,517 4,110,517 61,658 4,110,517 61,658 
oo IGRI RL aes isa 4,110,516 4,110,516 61,658 4,110,516 61,658 


14,622,549 $282,695 14,719,145 $285,628 


During 1980, the Company purchased for cancellation 201,941 Series A and B Preferred Shares at a discount 
of $962,000 which amount has been credited to Contributed Surplus. 

Series A Cumulative Preferred Shares and Series B Cumulative Stock Dividend Preferred Shares were issued 
at $25 per share and are interconvertible at any time ona share for share basis at the option of the holder. The shares 
are redeemable after August 31, 1984 at $26 per share to August 31, 1985, declining thereafter by 20¢ per share 
annually to $25 after August 31, 1989. The Company is required to use all reasonable efforts to purchase each year, 
commencing in 1980, a total of 4% of the Series A and Series B Preferred Shares outstanding at the beginning of each 
year provided such shares are available at prices not exceeding $25 per share plus costs of purchase. 

Series C Cumulative Preferred Shares were issued at $25 per share with redemption of 5% per annum of the 
issued shares beginning in 1985 at $25. Each holder has the right to waive this redemption obligation of the Company 
in any year. The dividend rate will be adjusted in 1984 and each five years thereafter, based on the five-year term 
deposit rate of certain financial institutions. 

Series D Cumulative Preferred Shares were issued at $15 per share and are redeemable beginning in 1991. 
The holder has the right to require redemption at $15 in 1984 and each fifth year thereafter. 

Series E Cumulative Preferred Shares were issued at $15 per share and are redeemable beginning in 1988. 
The holder has the right to require redemption at $15 in 1982 and each third year thereafter. As of January 1981, the 
holder has requested that these shares be redeemed in 1982. 
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Ts COMMON SHARES 
Authorized: 

100,000,000 common shares of no par value 
Issued: 

49,652,161 common shares (1979 - 49,252,270) 

By a Certificate of Continuance dated October 15, 1979, the Company was continued under the Canada 
Business Corporations Act. 

During 1979, each common share of the Company was subdivided into four shares and subsequently the 
authorized number of common shares was increased to 100,000,000. Common shares issued during the years ended 
December 31,1980 and 1979 were as follows: 


1980 1979 
Shares Amount Shares Amount 
(Amounts in thousands of dollars) 


Under stock purehase'plans) G-.he ner ea see eee 393,935 $19,818 330,200 $5,883 
In exchange for shares of a 
SUDSICIATY | sium are Mt aa Ee rete aA ie etch etLn 1,056 — 782 — 
On the exercise of an option 4,900 27 120 —_ 
399,891 $19,845 331,102 $5,883 


At December 31, 1980, 654,275 shares (1979 - 1,054,166) were reserved for issue as follows: 607,265 under the 
Company's stock purchase plans, 22,000 for options granted or to be granted under employee stock option plans, 
and 25,010 for shares of a subsidiary not yet presented for exchange. The Company has made interest free loans to 
officers to enable them to purchase shares from the Company under stock incentive agreements. At December 31, 
1980, $13,890,000 (1979 - $7,795,000) was receivable by the Company under the above arrangements and is included 
in Other Assets. 


Stock Option and Key Employee Stock Purchase Plans. 

The following table shows certain details regarding 10-year options granted in 1970 and 1971 under the 
Company's stock option plans. No options to purchase shares of the Company have been granted since 1971; no 
options became exercisable during the two years ended December 31, 1980 at which date 21,600 shares were 
reserved for the granting of future options under the plans. 


Number Option Price Market Price 
Shares under option of shares Per Share Total Per Share Total 
January 11970 Onan ee 5,420 $5.60 $30,366 $5.60 $ 30,366(A) 
Exercised during 1979 ................ 120 3.92 470 40.25 4,830(B) 
December 31979 ey a saree neuen 5,300 5.64 29,896 5.64 29,896(A) 
Exercised during 1980.00) 2a 00 4,900 5.55 27,188 67.80 332,225(B) 
December 312 L980 a ieee alia 400 Gitit 2,708 Gar 2,708(A) 


(A) At dates options were granted 
(B) At dates options were exercised 
None of the above options is held or was exercised by an officer or director of the Company. 


Under the Company’s key employee stock purchase plans, the Company is authorized to sell to a trustee, at 
the prevailing market price, an aggregate of 2,800,000 common shares of the Company for resale at the same price 
to key employees of the Company. The purchase price of these shares is payable, without interest, by the employees 
over a maximum period of 10 years during which the shares are held as security. Under these plans, 2,286,875 shares 
of the Company were sold to employees in the years 1972 to 1980 at prices of $4.50 to $83.00 per share. Shares sold 
under these plans are as follows: 


Number Purchase Price 
of shares Per share Total 
ROBO eer cctecietere saa meaner iene onic an Mais 237,350 $59.80 $14,193,000 


DO Like Sa try Aube ctay is tesla MINAS EM Pa Ay A 250,725 47.29 11,857,000 


8. PARTICIPATION AGREEMENTS 


Under various agreements, other than conventional farmout agreements, third parties have agreed to 
participate in the Company’s exploration and development program in order to earn varying interests in the lands 
covered by the agreements. Amounts contributed under the above arrangements for the period were: 1980 
-$12,678,000; 1979 - $166,901,000; 1978 - $73,803,000 


9. NET INCOME PER COMMON SHARE 

Net income per common share is calculated using the weighted monthly average number of shares 
outstanding which amounts have been reduced by the Company’s pro rata interest in its outstanding shares held by 
Dome Mines Limited. There are no dilutive factors that wou!d have a material effect on net income per share. 
10. INCOME TAXES 


Income tax provisions differ from the calculated tax obtained by applying the Canadian corporate tax rate to 
income before income taxes. These differences are accounted for as follows: 


1980 1979 1978 


(In thousands of dollars) 


meornorate taxrat@e a6 oes ee eee ee te en eee aT ary rele erate 47.8% 46% 46% 
MealculatedINnCOllie {ax PrOVISIONs ters. ce acne oie iaes ote te ele he $143,572 $108,316 $74,244 
PRR CLECUCL cemrersn, Retetsie tees Seite te sits ee ee te ey GT aIe a altar tae ets 
Crown charges disallowed for tax purposes 
lesseprovincial: rebatesiig ae ein eine carats ce ewe eae 48,734 20,316 [e123 
Hederal resource allowancG@ 22s cee | ee cn se ee meen (42,663) (26,755) (13,187) 
Depletion allowance on Canadian oil and 
Pas DLOGUCHION INCOMES yrs ae eee en ee re ee ee eet (25,085) (15,698) (8,169) 
Prontienexploration allowances sere eae ee ae (45,416) (2,583) (12,081) 
Iavestinentitaxscredit iicainn Gite on ek ne ches Cercmenrel tetra nee aerate (2,044) (1,825) (3,807) 
Manufacturing and processing tax reduction .................. (3,289) (4,048) (3,417) 
Mmeome debenture interests... seas eee cee nt ee Oe oe ate 7,846 6,799 797 
Preferred share dividends of a subsidiary ................05- 9,677 10,521 988 
Non=deductibledepletionsc.. .cnee 12. eee tens i aee 6,171 — — 
Wepreciation clained tor taxpurpOses s ..acet sclec e tee sole e 
which has no accounting equivalent ..............00.ee0e0- (17,066) — s 
RUTIT PG Aer k aL ARAN Ri Va ee RPI ce pe ea ebea se Se Ms Oo cee LS 3,823 837 (1,624) 
DMEM UEA Sa LO VISION Aaah c cite lain o otatcl ners oemae «intel sae) 0 eporetroe sa wleestetetera eons $ 84,260 $ 95,880 $47,467 


The components of income before income taxes between domestic and foreign categories together with 
related income taxes are set out below. The foreign components of net income and income tax expense were not 
significant prior to 1980. 


1980 
Canada USS. Total 


(In thousands of dollars) 


Income before income taxes and equity earnings ...............0000. $267,970 $32,389 $300,359 
ECO tak EXD ENS Cte cen woe Sus see sar in phe ers heaeeay se Faveual on nt tate rere Tap aH ORE 

GET Chit ee oe ees a ee Micluausasaegl git cater ivie smite nats $(33,016) $ — $(33,016) 

dD PES Paty W276 by nel Rea UR ae te Nar I RNa i ENO me ECS Ae AS AGey 104,421 12,855 117,276 


$ 71,405 $12,855 $ 84,260 


Current income taxes recorded during 1980 amounting to $33,016,000 represent the recovery of an income 
tax liability previously incurred by an acquired subsidiary. 


11. CHANGE IN ACCOUNTING POLICY 

On December 31, 1980 the Company adopted, retroactive to January 1, 1980, the provisions of U.S. Financial 
Accounting Standards Board Statement No. 34 under which standards are established for capitalizing interest cost 
related to the acquisition and development of certain assets. The Company believes this policy more accurately 
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reflects the cost of exploring in areas such as the Beaufort Sea, Arctic and other exploratory areas where the 
exploration period is lengthy and costs are significant. As a result, the Company has capitalized interest during 1980 
on all costs incurred to date in such exploratory areas. Previously the Company followed the policy of capitalizing 
interest only where the related financing could be indentified with the purchase or construction of assets. If this 
policy had been applied in 1979, net income for 1979 would have been increased by $17,521,000 ($0.39 per share). 
Net income for 1980 was increased by $54,486,000 ($1.23 per share). 


12. ACQUISITIONS 


During 1980, the Company acquired the shares of a number of oil and gas exploration and development 
companies, including Kaiser Petroleum Ltd.,which have been accounted forby the purchase method. The details of 
the transactions are as follows (in thousands of dollars): 


Value attributed to property, plant 


and equipment iy doc sa dla sie Sinaia glare) ey e)e erat ane a a mn nUes eT Ne Rane eet Setanta I Ae en ret eee nD eg we $946,834 
Net proceeds of 'subsequent'dispositions | ))s ire Va esi ial a levenevan aievet ae ee arerrer Nees se ate een eee (270,103) 
Deferred Income taxes: 4!3:5 2s -sie\oja:crsvere eiate. aHTn Geel etter eM eRe Rei re Re Ore ne Ee BL Mer Sen er (72,002) 
Acquisitions per Consolidated Statement of 

Changes in Financial'Position (2). cei a er ai ier Mia ce Fee ttcy a ae eee ge Ne 604,729 
Working capital and other assets ij... )(o0 Sie eects nae ge eee eT ee aI UO ra a et cP es a ee 8,559 
Long'term debt assumed iy ee Ns WRT Vii OTe tate Mela ee eae a Tan Dee eer) te ee (30,000) 
Net purchase price fmanced by, debt) 2/54 Sis accor ohne etaile ataye telane heals (poate lc ote later ieee telen tela lent ate teteten $583,288 


The excess of the purchase price over the net book values of assets acquired has been attributed to the value 
of property, plant and equipment and is being depleted over the expected life of the related reserves. 

During 1979, the Company acquired the oil and gas properties of several companies including those 
previously held by Siebens Oil & Gas Ltd. and Mesa Petroleum Company for a net consideration of $310,964,000. 


13. SHORT TERM BANK LOANS 


Short term bank loans bear interest at the prime bank rate and are secured by an assignment of accounts 
receivable and an undertaking to provide oil and gas properties as security if required. As at December 31, 1980 there 
was an unused line of credit under these arrangements of $185,000,000. 


14. RELATED PARTY TRANSACTIONS 


a) The Company has contracts for the sale of gas and extraction of gas by-products with TransCanada 
PipeLines Limited. The utility operations of TransCanada PipeLines Limited are regulated and establish the terms 
and conditions with which TransCanada PipeLines Limited deals with outside parties including the Company. 
Revenue and cost of product included in the Consolidated Statement of Income during 1980 amounted to 
approximately $142,000,000 and $25,000,000 respectively. Accounts receivable from TransCanada PipeLines 
Limited at December 31, 1980 amounted to approximately $15,000,000. 


b) During 1980, the Company sold to TransCanada PipeLines Limited for a consideration of approximately 
$126,000,000 a 12 1/22 interest in the assets formerly held by Kaiser Petroleum Ltd. 


c) During 1980, the Company sold to subsidiaries of Dome Mines Limited a 5% interest in certain resource 
properties for a consideration of approximately $42,500,000. In addition, these subsidiaries have the right to earn an 
interest in certain exploratory oil and gas rights by expending approximately $100,000,000. 


15. LEGAL PROCEEDINGS 


The Company commenced legal proceedings in 1980 against Kaiser Resources Ltd., former parent of Kaiser 
Petroleum Ltd., requiring that Kaiser Resources Ltd. discharge certain guarantees made by Kaiser Petroleum Ltd. of 
the liabilities of a group of British companies. Counsel for the Company expects that these issues will be settled in the 
Company’s favour in the near future. 


16. PENSION AND SAVINGS PLANS 


The Company’s voluntary contributory pension plan and employee savings plan are available to substan- 
tially all of its permanent employees. Employee and Company contributions made under the pension plan are paid 
to, and invested by, an insurance company. Similar contributions made under the savings plans are invested by a 


trustee in the common shares of the Company on behalf of the employees. Pension costs are funded as accrued in 
accordance with actuarial requirements. Amounts charged to income to fund the plans were: 1980 - $10,665,000; 1979 
- $5,650,000 and 1978 - $2,937,000. 
ies STATEMENT OF INFORMATION BY INDUSTRY SEGMENT AND GEOGRAPHIC AREA 
INDUSTRY SEGMENTS 

The Board of Directors of the Company has determined and recorded in the minutes of a Board meeting that 


Crude Oil and Natural Gas and Pipeline Transportation are the business segments of the Company. 


1980 1979 1978 
(In thousands of dollars) 


Sales to Customers 


Gride:Oibandi Natural Cassia yee a MCN ieee euaLeaenMn Lg $1,085,528 $ 885,031 $ 588,714 
Pipeline ransportavionia cs wae ee ees aie cago a ene 46,759 38,680 21,139 
COE ernce iter errr mene eters em iete terete Pid see Lucan adie, RRP 11,265 21,755 17,467 
Gonsolidateck a aan micmee mwa ntY. a mene nt. enters Aun Cee amet $1,143,552 $ 945,466 $ 627,320 
Operating Profit 
trade Oil and) Natural Gas te orenicmre eet econ Ruete eee $ 451,072 $ 340,079 $ 190,705 
Pipeline, Fransportation sc ter erie wate mines Wiens share aricia and Gee nate 28,933 20,943 15,239 
CVE Gr eset clos taka Whats wil iGiet od URN Auge Ita bs feergIBUs Wik als (EWN a 9,683 20,475 jb neeyal 
CEOTISONC AEE {ie ame ey cree a iat tie eaten | MUM U een Regs) ear 489,688 381,497 217-265 
(Ceneral COMmorate Expense wigs Yee ies loin ou ietale a etc aaa Mala Rd (21,760) (11,860) (7,204) 
Interest CxpeEnseney sae ree ere ate eee tate ee me hls (149,416) (111,296) (46,514) 
Preferred share dividends of a subsidiary .................. (18,153) (22,871) (2,147) 
equity in earings Of altiliates eae nay. ears cui nee eae chs ees ete 71,053 42,121 11,199 
PRCOIME TAXES Ei te Oe Laon OEM uate Muar nt eater ete sect Tat (84,260) (95,880) (47,467) 
oo TIRES APE cA SO OR el ng GAL ORR prc ABR $ 287,152 $ 181,711 $ 125,132 
SR PEER UE ERA SSCUS BENG Onu get Grane Winkel Pryce Liat aia) Bo, ay-eb ete chs Wore nee am RetS 
Wide Oilancy Natural: Gaseg ie ee ial nT ne 5 apa eR mG $3,378,852 $1,817,942 $ 928,156 
ADE UiEY LEAS POLbAtlOnn 0.) saute) seal AHN Ui (ala IRN at cca Ree asco atata tl 249,684 236,971 194,909 
TIEN Ion Qs fe eget pha tsa ee a ea et a eae RIT ele gL oi ae 63,542 15,812 7,845 
EG TISOHCLTOCE Use rete eae aca Oe arte a re ere eh crore ella) Reatra OO arg Peta Fae 3,692,078 2,070,725 1,130,910 
MTEPIR LEV SSECS uae ope eV ce ithe bap tie utente nary alist daha Waa mete ariPar ternal 773,928 522,433 SSE 
MEE LLAREATIE SU el IS tet Ok Sh ema at ae alc olla) sata eR ae Rescate ianamnutea Rae re tel 612,728 Dot ooo 229,088 
TEE SSOLS AI Aad ec List a pipet rei atid Rte Gena AUDEN HL ara guste statyd arg $5,078,734 $3,130,493 $1,713,370 
MU SCA EONIENICIEUTES rr cite ies 4 o eihlena/tuis nce! subnets anata pie \w/evs alse toNmia a oly 
CET UCL en Aric Natural Gras oink Lila Melia aie SW NTR Tuca aly $1,565,769 $ 945,409 $ 288,016 
IDElIVER FANSHOrtAUON ny eed alee ys U uadetu sels, ch NEie chet ub ia tea ay 19,976 49,332 22,865 
CTT er es er PeePra te Sig wee eat RRL LUMI ESRI Lea ead ae eine 49,312 9,057 1,090 
GersPIC ECLA CCIE pRant ee siesta Un lc ee eT chart AO aa att vce $1,635,057 $1,003,798 $ 311,971 
Depreciation, Depletion and Amortization 
ride Oibandanatiiral Gaseoriilen ice wee lcles cle aoe a ttucme aed $ 74,765 $ 54588 $ 28914 
Bi elinig cs ral Spor tatlOwjerg ates c cle iaiete oyisica gi enters) scaneneledetel Qe 7,263 7,270 1,026 
VEEL Pep PE Tae ie crake 5G iassalie NIU IIE ee ig miele, Chay phones Ruauetaist salt 1,582 1,090 1,778 
CROSTIS LICL ACCEL ene oe eatte Nest petal ala dita chara Wale aechsa manatees ull $ 83,610 $ 62,948 $ 31,018 
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ie 
GEOGRAPHIC AREA 


(continued) 


Sales to Customers 
Canada 
United States 
Consolidated 


Canada 
United States 
Eliminations 


Consolidated 


Operating Profit 
Canada 


General corporate expense 
Interest expense 
Preferred share dividends of a subsidiary 
Equity in earnings of affiliates 
Income taxes 


Net Income ee ere OR ee TN er HOUT a tes ae teers ee Oe pce eT 


Identifiable Assets 
Canada 


Investments 


Total Assets 


18. 


cee oe eee ee ee eee eee eer ee reese se ereeeeeeeseeeesesees 


cece eee eee eee eee eee ese eee ese eee eee eee sees eee 


eee eee eee eee eer eee eee see een eee eee essere eeeee 


ee ere ee ee eee eee eee eee roe ee ee essere e ee eeee ses eesesn 


ecw eee coe eee eee esos eee eee eee eee sees ee eee se 


eee ee secre eee eee oe eee eee e eee eee ee see esses e eee 


eee eee eee ese eee ese oe eee sees ee see eee ese eeaee 


oeeceoeo eee eso eo eee eee soe ese eoe ee eee see esses essere esee 


eee eee eee ee eee eee eee eee eoee sree eeseeee ose eoee 


orc oer eee eee ee oe ee eso sree ese eeeeereer eee eesees 


eee eee eee eee eo eee 


eco eee ee ee oe eee eee eee eee eee 


ceo ee oe eee eee eee see ose eee eee er ee ee eee eee eee 


ee ee eceoe ese ee eee eee eo eee eee eee eee eee eee eee eee eee 


cee eee eee ee ee ee ee ee eee eee ee eee er eee eee sreses 


oe eee eee ee eee ee eee eee ee eee ee eres ee eo seeeeee 


ee eee sree eee eee ese eee eee eee esses ese esse eee ee eee eee see 


er 2 rr 2? 


1980 1979 1978 
(In thousands of dollars) 

$ 815,162 $ 696,547 $ 365,991 
328,390 248,919 261,329 
$1,143,552 $ 945,466 $ 627,320 
$ 243,835 $ 226.410 $ 190,341 
450 — 2,292 
ge (248,280) 0 220-210 ee) 
$ 440,500 $ 355,227 $ 200,411 
49,188 26,270 16,854 
489,688 381,497 21TF-269 
(21,760) (11,860) (7,204) 
(149,416) (111,296) (46,514) 
(18,153) (22,871) (2,147) 
71,053 42,121 11,199 
(84,260) (95,880) (47,467) 
$ 287,152 $ 181,711 $ 125,132 
$3,820,034 $2,296,215 $1,290,526 
645,972 296,943 193,756 
4,466,006 2,593,158 1,484,282 
612,728 037,335 229,088 
$5,078,734 $3,130,493 $1,713,370 


CAPITALIZED COSTS AND COSTS INCURRED IN OIL AND GAS PRODUCING ACTIVITIES 


Cumulative capital costs, together with related depreciation and depletion, incurred in oil and gas producing 


activities as at December 31, 1980 and 1979 are as follows: 


CANADA UNITED STATES TOTAL 
1980 __ 1979 1980 1979 1980 1979 
(In thousands of dollars) 
Proved and unproved 
properties 7... see eee $2,737,354 $1,458,194 $418,384 $137,193 $3,155,738 $1,595,387 
Accumulated depreciation 
and depletion ......... 142,091 94,868 18,244 6,935 160,335 101,803 
$2,595,263 $1,363,326 $400,140 $130,258 $2,995,403 $1,493,584 


The Company’s proportionate interests in the capital costs of proved and unproved properties, net of 
depreciation and depletion, of companies accounted for by the equity method are as follows: 


Proved and unproved properties, net 


Ce  ) 


1980 


1979 


(In thousands of dollars) 


$ 283,028 


$ 


154,515 


Costs incurred together with related depreciation and depletion, in oil and gas producing activities during 


the three years ended December 31, 1980 are as follows: 
CANADA 


UNITED STATES 


190 «19791978 1980 1979 1978 

(In thousands of dollars) 
Eropertyiacquisitionsir, vatewallerel i avelistel ciallers) eisite $680,171 $519,583 $48,410 $198,862 $24,137 $ 5,847 
Exploration’? s,01s, uietd: «ial atadetaecocmrsiakae nates 388,402 146,393 88,526 42.149 34,511 17,222 
Development: Valetsicreetesshet crs) ereitenst-ohexenens ise 203,181 144,809 62,753 40,180 21,748 6,006 
Productionigys. oerese enevetatelene aliaitenel clattetch ovens 57,324 25,604 19,064 10,660 981 (h16 
Depreciation and depletion ...-.ccceveccccoe 49,761 32,505 8,964 11,124 4,133 1,771 


1980 


$879,033 
430,551 
243,361 
67,984 
60,885 


TOTAL 
1979 


$543,720 
180,904 
166,557 
26,585 
36,638 


1978 


$ 54,257 
105,748 
68,759 
19,821 
10,735 


The Company’s proportionate interests in costs incurred together with related depreciation and depletion, in 
oil and gas producing activities of companies accounted for the equity method are as follows: 


CANADA UNITED STATES TOTAL 
1980 1979 1978 1980 1979 1978 1980 1979 1978 
(In thousands of dollars) 
Bronerty acguisitionssisl sie eteteleleteters een eliat ene 6 $80,073 $153,365 — $ 6,961 = — $87,034 $153,365 = 
PENSPLOLAtONMsiaitel ole e el aheliaitellce? cleat -orelchetetel.« 20,317 143 _ 563 — _— 20,880 143 — 
MEV ClOPMENE Nelleiis} e\e) 6s) hie! (e) Gcelie aires % eitececele ¢ 10,276 217 — = — = 10,276 217 — 
FEO ANCHO Peters ceiavelieitaias als: cherie! eietes evel © fe 1,572 76 — = — = 1,572 76 _ 
Depreciation and depletion ......ccccceccee 3,372 296 = — == = 3,372 296 — 
19. NET REVENUE FROM OIL AND GAS PRODUCING ACTIVITIES 
Canada United States Total 


(In thousands of dollars) 


Revenue, net of royalties and 


MIELINI EC COSTS ay erent) oe eee eT tat el 1980 $296,017 $31,512 $327,529 
1979 $166,874 $_ 3,905 $170,779 
1978 $ 90,295 $ 1,957 92,252 


The Company’s proportionate interest in the net 
revenue of companies accounted for by the 


COHUTLRS THIS SOT a eg WS A ee i A 1980 $ 6,852 $ — $ 6,852 
1979 $ 330 $ — 330 
1978 $ — $_ — $= 


20. SUBSEQUENT EVENTS 


a) As aresult of a prospectus filed March 2, 1981 Dome Canada Limited (“DCL”) issued 46,000,000 common 
shares of a par value of $1.00, carrying the right to receive share purchase warrants, for a net consideration of 
$433,850,000 representing 52% of the total number of common shares of DCL. The Company acquired a 48% interest 
in DCL, consideration made by the transfer to DCL of 10,306,886 common shares of TransCanada PipeLines 
Limited valued at $251,230,346 and cash in the amount of $149,500,391 representing 42,461,535 common shares in 
DCL. 

The ownership of the common shares of DCL will be restricted to certain Canadian individuals and 
Canadian enterprises to enable DCL to maintain a Canadian ownership level in excess of that level required in order 
that DCL qualify for the maximum level of grants under the National Energy Program. 

The Company has entered into certain agreements with DCL, including the right to participate in a loan as 
described in (b) below, which enables DCL to earn interests in certain Canadian exploratory lands currently held by 
the Company and others in return for the obligation to fund all exploration including the drilling of exploration wells 
and geological and geophysical surveys. Subsequent development costs will be borne by the Company and DCL in 
proportion to their respective interests. The operations of DCL, including administration, will be carried out by the 
Company on behalf of DCL. 

b) The Company arranged, through an agreement dated February 16, 1981, that the Arctic Petroleum 
Corporation, a Japanese company, will advance $400 million during 1981 and 1982 to be used in conducting 
exploration activities in the Beaufort Sea. The first $175 million will be assigned to the Company in respect of 1980 
Beaufort drilling activities,and the remaining $225 million will be retained by DCL. Repayment of the principal 
amount is to be made from 20% of the net proceeds of production from certain fields to be developed in the Beaufort 
Sea, but in any event the principal balance is repayable by the year 2030. Interest on the borrowing will approximate 
16% per year compounded annually, the payment of which will be contingent upon proceeds of production from the 
Beaufort Sea. Accordingly, such interest will not be accrued until production is assured. 
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UNAUDITED SUPPLEMENTARY INFORMATION 


OIL AND GAS RESERVES 


Net proved reserves of oil and gas as defined by the United States’ Securities and Exchange Commission and as estimated by Company 
engineers, at the beginning and ending of 1980, 1979 and 1978, with the detail of changes during those years, are presented below. 


Oil (includes Natural Gas Liquids) measured in thousands of barrels 


Gas measured in billions of cubic feet 


Proved developed and undeveloped 
reserves: 
Beginning of year Mra iter vals latewatel ees ele aiattalisits 
Revisions of previous estimates .............-. 
LMpPraved FECOVELY Were siaiaseiclauelelevaeieiohais oer elicits 
Purchases of minerals-in-place ..........+-20: 
Extensions, discoveries and 


other additionsie) Ceteley sree lens keloha elec cteladsuarenetelte 


Bndiofi year weer cinieiien cis ereteialonelsieteiereperateneds 
Proved developed reserves: 
Beginning. of year ices e. sialieleteieialer a telteltal alalelalls lata 


Bindiobiveaniitsiethets clase sie reneteiotelens ede) aieerstarais 


Company’s proportionate interest in reserves of companies 


accounted for by the equity method 
End ofsyears erly etstelreitelatalsie labels edallafieialtaeliay al alters 


Proved developed and undeveloped 
reserves: 

Beginning ofjy caniy ay cls elec sie eee e alate redaraeaee tetts 
Revisions of previous estimates .............-. 
Improved recoveryy|i/e) Hisiere al siaiavsltelel alienel eile ena tel lls 
Purchases of minerals-in-place ...........2..6- 
Extensions, discoveries and 

other/additions ee. s Uae coe aaa 
Production pee sintered eacratateccreratoietet ateiretene 


Salesiofiminerals-m-place ie ye elelelaleiesiekalaalieianle 


End of year isda yore cleverata la lecevate atel eer ione poten ste 


Proved developed reserves: 
Begmmning Of Vearumers cuetovela ster atslotalisvelrey stele statistics 
End lofivearsinen acc etarcs ra tetatenen at atta ane nlatelterets 


Company’s proportionate interest in reserves of companies 


accounted for by the equity method 
End ofiy Garin chevetelcvelalslaicicrsisiatersyalelieieretetaitesitee 
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FOR THE YEAR ENDED DECEMBER 31,1980 


CANADA UNITED STATES TOTAL 
OIL GAS Ol aLGAS OIL GAS 
166,270 2,912 9,927 89 176197. |, 3,001. ‘4 
6,025 97 (2,733) (3) 3,292 94 
17,756 i it uh 17,756 2a 
79,468 464 6,453 69 85,921 533 
32,389 520 4,713 16 37,102 536 il 
(14,308) (120) (1,114) (6) (15,422) (126) | 
287,600 3,873 17,246 165 304,846 4,0 | 
120,563 —«1,386 4,128 52 124601 |) 1.438 
210,137 ‘1,635 12,306 120 299,443,755 
17,137 233 os is 17,137 233 


FOR THE YEAR ENDED DECEMBER 31,1979 


——$—$_$_——— 


CANADA UNITED STATES TOTAL 
OIL GAS OIL GAS OIL GAS | 
125,961 1,901 2,344 25 128,305 1,926 
(3,717) 20 (1,166) (6) (4,883) 14 
2,488 — - ~ 2,488 — 
23,420 600 1,348 2 24,768 602 
24,888 491 7,728 69 32,616 560 
(6,770) (100) (327) (1) (7,097) (101) 
166,270 2,912 9,927 89 176,197 3,001 
105,725 1,130 2,344 25 108,069 1,155 
120,563 1,386 4,128 52 124,691 1,438 
2,430 122 ~ _ 2,430 122 


FOR THE YEAR ENDED DECEMBER 31, 1978 


CANADA UNITED STATES TOTAL 
OIL GAS OIL GAS OIL GAS 
Proved developed and undeveloped 
reserves: 
Beginningiokvearmeracnerss chee ee tea chenee tetas 110,407 1,705 1,377 20 111,784 TPA) 
Revisions of previous estimates .............-. (144) (72) 271 a 127 (72) 
LMpPrLOVEed TECOVETyaeiele select ast ele ouelaraler ee ceceie 3,024 = — a 3,024 — 
Purchases/of minerals-im-place: a uimisd ison lice ene — 14 one a 372 14 
Extensions, discoveries and 
Otheradditions ameter ye ie cas ere eel ea leek 17,067 328 496 6 17,563 334 
Production Meramec icicle aie clalelai selcims (4,393) (61) (172) (1) (4,565) (62) 
Sales‘otmimerals-in-place gener ciel sista te) ails milan aie — (13) 5 — = (13) 
Endiofiyeanmictal sr elsteleh i elit ercielaite te os(eieis) chanel 125,961 1,901 2,344 25 128,305 1,926 
Proved developed reserves: art Nanay me his 
Beginning Oy eAarmireyeteishtrasietietctey ole a cuete le dhalenats 104,379 1,091 Sia 20 105,756 1,111 
ENCiOtvear ira rtnaeeaitel ne tite fevenn Giei anata s leas 105,725 1,130 2,344 B25, 108,069 1,155 


Company’s proportionate interest in reserves of companies 


accounted for by the equity method 


ENG Of year moran alee eine eee ehcha cishe eee woeleirarets == pet Bil eu ah sal 


ESTIMATED FUTURE NET REVENUES AND THE PRESENT VALUE THEREOF 


Estimated future net revenues from estimated production of the Company’s proved and proved developed 
oil and gas reserves and the present value of such estimated future net revenues as at December 31, 1980 and 1979 as 
determined by the Company’s engineering staff are set forth below. In computing future net revenues, oil and gas 
prices used were equal to the actual year end prices with no provision for increased prices. Future expenditures for 
both developing and producing the proved reserves are included in the calculations based on costs incurred in 1980 
for similar activities. In determining the present value of estimated future net revenues, an annual discount factor of 
10% was applied. Assumptions for prices, costs and the discount factor are based on guidelines issued by the 
Securities and Exchange Commission (SEC). 


Estimated future net revenues as at December 31, 1980 


CANADA UNITED STATES TOTAL 
PROVED PROVED PROVED 
PROVED DEVELOPED PROVED DEVELOPED PROVED DEVELOPED 
(In thousands of dollars) 


IGOR gs Ashe albe A oieidle wld Slgscrciale $ 250,619 $ 178,731 $116,060 $ 88,035 $ 366,679 $ 266,766 
EDS Ores wentevey elenet siteteey'el «stele fel.s Ve 368,847 272,113 125,727 111,319 494,574 383,432 
LOSS Mrorteyaites slave sre lelie yet alls)sielieieie)se 441,013 309,730 118,975 96,166 559,988 405,896 
REMAIN GOK. stele eel elalle/sisl(epellalre 5,537,072 2,847,483 350,682 321,566 5,888,254 3,169,049 

$6,598,051 $3,608,057 $711,444 $617,086 $7,309,495 $4,225,143 
Present Value .......+-+ee- $3,074,713 $1,717,204 $507,168 $455,473 $3,581,881 $2,172,677 


In the opinion of the Company’s Management, present value as defined should not be construed as fair 
market value of the Company’s oil and gas properties. Future prices and costs under present economic conditions 
are not anticipated to remain constant and the 10% discount factor is considered to be arbitrary. 


In view of the above comments the Company presents an alternative value of estimated future net revenues 
as at December 31, 1980. This is based upon the Company’s interpretation of the Canadian National Energy 
Program and the current state of pricing negotiations between the Federal and Provincial Governments, discounted 
at 10%, after allowing for an escalation of costs based upon expected inflation as follows: 


BLeSent,VAlUC)ecivs caih es sie ss $8,935,000 $4,602,000 $507,168 $455,473 $9,442,168 $5,057,473 
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Estimated future net revenues as at December 31, 1979 


CANADA UNITED STATES TOTAL 
PROVED PROVED PROVED 
PROVED DEVELOPED PROVED DEVELOPED PROVED DEVELOPED 
(In thousands of dollars) 


IGS) Soeagedianodacwobdose $ 10,396 $ 48,925 $ 8125 $ 18,098 $ 18,521 $ 67,023 
HM bee or clwltiotdodo Sadodd 190,401 118,048 24,490 21,472 214,891 139,520 
oP) Gbdamooceae nooo ondeE 224,578 135,695 44,053 20,843 268,631 156,538 
Remaindereeseri reesei si 3,500,198 1,886,825 203,601 88,132 3,703,799 1,974,957 

$3,925,573 $2,189,493 $280,269 $148,545 $4,205,842 $2,338,038 
Present Valve tie .'6 ereiell= estos $1,700,588 $ 999,095 $186,537 $102,829 $1,887,125 $1,101,924 


RESERVE RECOGNITION ACCOUNTING (RRA) 


The SEC has concluded that the traditional methods of accounting i.e. full cost or successful efforts, fail to provide sufficient information 
to disclose operating results of oil and gas producers. As a result of that conclusion, the SEC regulations require that the Company prepare 
supplemental information which reports oil and gas producing activities in accordance with a method of accounting called Reserve Recognition 
Accounting. 

Under this method of accounting a value is ascribed to reserves of oil and gas at the time of discovery rather than at the time of production . 
Income is based on the present value of the estimated future net revenue stream. The RRA presentations are based on uniform assumptions to be 


applied by all oil and gas producers. Comparative amounts for 1979 have been restated from the amounts previously shown in the Company's | 


1979 Form 10-K. 
SUMMARY OF OIL AND GAS PRODUCING ACTIVITIES 
ON THE BASIS OF RESERVE RECOGNITION ACCOUNTING 
YEARS ENDED DECEMBER 31, 1980 and 1979 


1980 1979 
(In thousands of dollars) 


Additions and revisions to estimated oil 


atid Gas TESELVES=/ 6... sie ski's oieils levis ous teleh alles) see enevete eliaveleneucioceretcle oienolel eens 
New field discoveries and extensions ..........eeceeeecccscces $432,438 $382,334 
Revisions to reserves proved in prior years: 
Changes’ in prices jy) sere ects: cle val orton Siena tte cael ev oneto eoMenenet nena icnence ane 457,723 100,932 
Interest factor-accretion of discount lcjeis ie cie)-ielerel eeietenenclencieierone ie 188,713 93,493 
Othed i525. eta feccle Suatele talteiec sitet leceuepe ps Reire falter eerroll cestaake hettel aite eee em iatrercotnS (202,174) 21,176 
Wotalirevisions| to proved TEserves miele seis del retell serenade elie 444,262 215,601 
(Lotal'additions to proved reserves: 1. .cjc ieee leis clare cote enters ceisler stone roles 876,700 597,935 
Related exploration and development costs incurred: 
Acquisitions of unproved oil and gas properties ...............6.. 358,337 371,687 
Exploration 's4iilece te. crclielenteiane eloceuare oeuat crane oteratewenepettonehercncaetouerenele 430,551 180,904 
Development pave a Min sals inate y ate leratietel leven ectelcrelteneneeeteitenetct con amenerere 60,840 41,639 
Ghangeiin déferred Costsijis6:5 sic-c1s sec guaseleocleusqeiere Gre eye enenen srereierensns (351,010) (342,337) 
Total related exploration and development costs ..........2.eseeeeeees 498,718 251,893 
RRAincome before|income:) tax provision ys sisi s cisieseolele ie ieitenate ciel oltenenelicn soar 377,982 346,042 
Provisionfor income: taxes weave cis eel etenar cree are tetera lene eneneneroenens 179,541 137,033 
RRA‘netiincome:joiltandigas i aieietseiceeeucokele cuela ee ela etare eueriete le reimecasiekeliotens $198,441 $209,009 
Consolidated net income, on the basis of RRA .........c.ccccceccccves $342,121 $280,709 


RU AUR Duca te FR ee POTUONN ME NE OD ALON er Msa  UROSTIM td Pon en SO ete ee eee) ne we 


CHANGES IN RESERVE RECOGNITION ACCOUNTING VALUATION OF PROVED OIL AND GAS RESERVES 
YEARS ENDED DECEMBER 31, 1980 AND 1979 


1980 1979 
(In thousands of dollars) 
PrleMe CIDE PTUNIN AO ley.earime maui peiat mca tame Mena eae alaay NIL a iiteL lah $1,887,125 $ 934,930 
Revisions to reserves proved in prior years ..........ccecceecees 444,262 215,601 
INewstieldidiscoveriesiand extensions) iiss cn eile fle erie oe aoe 432,438 382,334 
BUTCH ASESeOLALESELV.CS eaten etre etches cies ala Gis love Gates ce ae etenere ee 963,064 400,121 
brojected.development costsincurred), .<)cls coc dss Lc lelclee ce cleuie 182,521 124,918 
BraductionmMemlilting OStSimrereate ice aie tater ole clans sue ele ere eee (327,529) (170,779) 
Be MCCLTENCI OMY EAL dea te leisy ice terse te oailatla cleiga relic fella iacagea cae aU INA a date $3,581,881 $1,887,125 


MARKET PRICE OF COMMON STOCK AND RELATED SECURITY HOLDER MATTERS 


Dome Petroleum Limited’s common stock is listed on the Toronto, Montreal, American and London Stock Exchanges. The Toronto and 
American Stock Exchanges are the principal markets in which the Company’s common stock is traded. Quarterly price ranges of the Company’s 
common stock in Canadian and United States dollars which traded during the periods indicated, as reported by the statistical department of The 
Toronto Stock Exchange, were as follows: 


The Toronto Stock Exchange 
(Canadian dollars) 


1980 1979 

Quarters 

HAMS T Vets hel sirol a! See ois sie allel &. oivellele, ah $84 1/2 $52 1/4 $34 3/4 $23 1/2 
eCONCMMEsTotay 1 aisiiie’ stcreisy'si.c ei eisieier sles ssi 87 3/4 60 1/2 52 3/8 30 1/4 
Bina MPpretets|(chey's| ciis!ts)lf/s/15) «o/c! (s;"ee\'6) 6! 5-00) c/a, e\'s\'¢ 93 1/4 73 1/2 55 7/8 39 1/4 
Foun oc A athisn Soba CIRO ear acEIete 85 57 3/4 54 7/8 42 

American Stock Exchange 
(U.S. dollars) 

MMU SIMMEM ANS AUK S rs) choc cre) cilet's! ai sl iclaiscsé se @ se. 6 $73 1/2 $44 7/8 $29 3/4 $19 7/8 
EEORG! 6.5 bhéeg OgN6.Gio Oxo COG DEMORIC Okey JOIN 76 1/4 50 3/4 44 5/8 26 1/8 
BM ILClmepatetsMa tere cycVeliel'e ciisiiare s.siiersis'els ie wcie <0 81 1/4 63 1/8 48 33 
BRE MMaterial ies ces ei's alls 'e:  si'al se lol's e is 73 48 1/2 48 3/8 35 1/2 


The approximate number of registered holders of common stock as of March 7, 1981 was 15,500. 

The declaration of dividends is restricted under certain preferred share provisions and under several debt instruments. At December 31, 
1980 under the most restrictive provisions $271,620,000 was available for payment of dividends on common stock (December 31, 1979 
-$188,392,000). The Company has not, however, paid dividends on its common stock since the Company's inception and there is no expectation to 


do so in the near future. 


QUARTERLY FINANCIAL DATA 
Data for the first three quarters of 1980 has been restated to reflect the change in accounting policy.See Note 11. 


1980 First Second Third Fourth 
Quarter Quarter Quarter Quarter Year 
(In thousands of dollars, except per share amounts) 
Revenue ...... SALA UNDO eae $260,036 $250,722 $283,190 $349,604 $1,143,552 
Net income applicable 
to common shares ........- 47,939 51,681 107,515 59,037 266,172 
BEISNATE Ia.5s sss vos Bie eer sidcs’s $1.08 $1.17 $2.43 $1.33 $6.01 
1979 First Second Third Fourth 
Quarter Quarter Quarter Quarter Year 
(In thousands of dollars, except per share amounts) 
BREVETIVIGMPR tay sto eicys io, ailsy sos sice oe $178,927 $154,697 $291,478 $320,364 $ 945,466 
Net income applicable 
torcommon shares)’ .....2 »» +. 25,422 23,307 60,880 64,223 173,832 
Pershare ...... Peele vate sless $0.56 $0.53 $1.38 $1.43 $3.90 
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FIVE YEAR REVIEW 


(DOLLAR AMOUNTS IN THOUSANDS EXCEPT PER SHARE FIGURES) 


FINANCIAL 

Revenue (after royalties) 

Cost of Product 

Operating and General 

Interest 

Depreciation and Depletion 

Preferred Share Dividends of a Subsidiary 

Income Before Income Taxes 

Provision for Income Taxes 

Equity in Earnings of Affiliated Companies 

Net Income for the Year 

Average Shares Outstanding 

Net Income Per Common Share 

Cash Flow From Operations 

Long Term Obligations 

Capital Expenditures*® 
Exploration and Property Acquisitions 
Development 
Plants, Pipelines, Related Facilities and Other Assets 
Drillships and Supply Vessels 

Total Capital Expenditures** 

Total Assets 

OPERATING 

Gross Production - Daily Average 

Oil, Gas Liquids and Oil 

Equivalent of Gas - Barrels 

Oil and Gas Liquids - Barrels 

Gas Production - MMCF 

Gross Reserves*°* 

Estimated Recoverable Reserves of Oil, 
Natural Gas Liquids and Oil Equivalent of Gas 
- Millions of Barrels 

Land Holdings - Acres 

Gross Working Interest 

Net Working Interest 

Gross Royalty Interest 


1980 
1,143,552 
418,494 
173,520 
149,416 
83,610 
18,153 
300,359 
84,260 
71,053 
287,152 
44,298,000 
6.01 
449,626 
3,148,925 


661,929 
243,361 
121,074 

33,040 

1,059,404 

5,078,734 


128,056 
71,812 
343.8 


1010.4 


70,514,000 
31,557,000 
34,112,000 


1979 
945,466 
328,118 
184,763 
111,296 
62,948 
22,871 
235,470 
95,880 
42,121 
181,711 
44,624,000 
3.90 
323,395 
1,837,789 


580,561 
166,557 
34,359 
78,258 
859,735 
3,130,493 


90,940 
51,802 
275.8 


665.9 


66,938,000 
35,906,000 
31,660,000 


1978 
627,320 
292,117 
94,124 
46,514 
31,018 
2,147 
161,400 
47,467 
115199 
125,132 
44,856,000 
2.79 
198,741 
797,122 


233,808 
69,542 
72,534 
10,917 

386,801 

1,713,370 


65,657 
43,846 
164.3 


379.9 


42,150,000 
21,235,000 
26,789,000 


1977 
518,733 
254,261 
74,473 
29,446 
24,724 
135,829 
33,779 
2,235 
104,285 
44,925,000 
2.32 
163,535 
520,466 


161,790 
15,500 
129,160 
15,490 
321,940 
1,197,743 


51,756 
33,487 
147.8 


332.0 


42,475,000 
20,670,000 
29,823,000 


1976 
384,652 
212,977 
44,956 
18,068 
18,059 
90,592 
36,021 
683 
59,254 
46,006,000 
1.20 
110,186 
372,391 


48,108 
26,857 
39,618 
93,559 
208, 142 
875,674 


45,600 
30,130 
143.1 


307.6 


43,173,000 
22,529,000 
26,570,000 


See page 25 for Management's discussion and analysis of the Company’s Financial Condition and Results of Operations 


for 1980, 1979 and 1978. 
ba Includes investment in Panarctic Oils Ltd. 


°° Exclusive of acquisitions 


and/or gas discoveries in the Beaufort Sea. 


ad 


°°° Excludes the Company’s interest in heavy oil reserves at Hughenden and the Athabasca Oil 
Sands in Alberta, substantial gas reserves in the Canadian Arctic Islands and major oil 
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